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Pre face 

Here are reproduced sane paper s, articles and 
chapters frcn>> soma books and Reports, which in our view, 
have sane direct or indirect, but noncitheless important 
bearing on the theme of concentration of Economic Power 
and Public Polilice in India. It is no claim of ours that 
we have included the most importemt or the most relevant 
works. Also, are aware of the importance of what 
could not include in the present volume. However, in 
view of the general paucity of works on this theme, it 
is hoped that the present selection will perform the 
role of background material stimulating discussion, it 
is meant for restricted circulation among the participant 
of the Seminar. Vfe are extremely grateful to all those 
author^/pi^lishars -tiiosc works we hav2 dra.wn upon' for 
the purpose. 

Kamal Nayan Kabra 

I.I.P.A., 

I4th May, 1979, 
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CONCENTRATION OF ECONOMIC POWER 


Intro duction 


Ue uere required, by our third term of reference, to 
ascertain the extent 'to which the operation of the economic 
system has resulted in the concentration of wealth and means 
of production. In a subsequent letter from the Planning 
Commission, it was also suggested that "the Committee might 
consider such data as are available for a factual study of 
the problems connected with financial control of industrial 
and economic activity". Concentration of wealth and means of 
production or of financial control, are only means to an end 
which is the concentration of economic power, Ue, therefore, 
agreed that our study should be directed to this wider 
phenomenon, 

2, Ue are aware that in studying the extent to which the 

operation of the economic system has led to concentration, it 
would have been useful to have had statistical data running 
over the entire period of the first two Five Year Plans, 
Unfortunately, such data ara not available, for the most part, 
in rcgar.d to concentration; and even uhen available, as in 
the case of income-tax and allied data, it is difficult to 
use them without qualification. Moreover, it appears that no 
trends as such could be identified in terms of cither bettering 
or worsening of the situation in respect of. the broad pattern 
of distribution. Under the circumstances, ue have confined 

ourselves in the main to an analysis of the situation as it 

prevailed at the end of the two plan periods, with of course, 

due attention to the extent to w,hiGh the operation of the 

economiis system has resulted in facilitating the process and 
increasing the degree of concont.ration, Uhere possible 
however, ue have, also., made tts’.e of' data extending over the 
period. 
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Concenbrationt b^sic concepts and issues ? 

3, Con contrntion can be treated as a technical concept 
dealing merely uith concentration ratios giving the share of 
the largest feu firms in respect of some specific characteris- 
tics, In such a case, the measure of concontration may refer 
to “the share of the total gross output, not output or 
employment in a particular industry controlled by a given 
number (say three) of the largest units in that industry. 

'Unit' would mean a single firm or aggregate of firms owned 

or controlled by a single parent company, control being defined 
as ownership of more than half of the capital (or voting 
power) of each firm"^ The term ’concentration' could also be 
used in a wider sense of a small number of individuals or 
groups having in their control significant volumes of economic ‘ 
power in terms of capital or income or employment or media 
of communication which, though not constituting a large 
percentage share of the national aggregate in oach case, 
nevertheless sets them so much higher than any other individual 
or group in the relevant context that it gives them a dis- 
proportionately large influence and enables them to exercise 
economic power not measurable statistically by the mere ratios 
of con centration. Apparently what the Planning Commission and 
the public in general have in mind is the latter rather than 
the former, though an analysis of concentration ratios is 
also relevant even from the point of view of a study of the 
wider aspects of concentration of economic power. 

4. This concentration might oxist in the form af either 
ownership, or management or even in more indirect -'forms cf 
operational control. Though, majority ownership generally 


1 "Concentration in British Industry" by R, Evely and 
I . f*1. D. L ittl e. 
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implies operational control, a minority ownersliip can and 
very often is sufficient to achieve such control. Similarly 
the operation of the managing agency system as uoll as other 
forms of managementj e.g, Socretaries, Treasurers etc, uithin 
tho corporate sector might lead to considerable centralised 
control. So uould interlocking of diroctors betueon different 
branches of activity or even between units uithin the same 
industry or activity when such interlocking does net follou 
from centralised ounership or management, 

5. Economic power may bc5 concentrated in a feu hands 

uithin one particular soctor such as 'industry' or 'agriculture' 
or uithin one particular group of production, c.Q* 'engineering,' 
'steel ’ or 'chemicals ' or may bo exorcised over a number of 
economic activities simul tanocusly. Thus, for example,, Tatas, 
one of the most prominent business groups in the country, have 
thoir main interest in steel, engineering and power, but also 
have interests in many other industries like cement, cotton, 
chomicals, vegetable oils, as uell as in activities like 
insurance, investment and trade. Similarly, Birlas, another 
most important industrial group, arc engaged in not only all. 
varieties of industrial production other than steel and 
power but also control one of the largest banks in India and 


have a considerable interest in investment and trade. The 
study of concentration cannot, therefore, be confined to 
individual sectors of production or economic activity though 
this aspect of the study is also of, importance. 


Generalised forms of concentration ' 

6, Ue may begin our study uith the more generalised forms of 

concentration of economic power. , Ue have dealt in the previous 
chapter with the changes that • hav.e, taken place in the distribution 



of income and property during tho first ton years of planning- 
and frnun attention tes tho inadequacy cf tha rdovant sta~ i - 
tistical data noodod for dreuing firm conclusions on this 
subject. Wo hauG also exprossod the opinion that in the main^^ 
there have not taken place such changes in the distribution 
of income and property as would indicate any significant 
trends in either direction. In this chapter, ue may appro- 
priately deal with the distribution position as it prevailed 
at the close of the first tuo plan periods with a view to 
determining uhethor it reveals the existence of any degree 
of concentration of economic power and if so, to what extent, 

7. Income tax statistics do not help in giving an idea of 

tha overall national picture, not only because of their non- 
reliability due to avoidance and evasion of unknown magnitudes 
but also because they oscclude from their purview agricultural 
income which accounts for half the national income ss also 
the aggregate income of more than 70 per cent of the labour 
forcG, There are also the other statistical limitations to 
which we have made reference in the previous chapter, Uo 
have therefore tc fall back upon two indicators of distribution 
one based on N3S expenditure data of the 15th round covering 
the period duly 1959 to dune I960, and the other based on the 

NCAER sample surveys of urban and rural households for 
2 

I960, Relevant figures are given in the following statements; 


2. subject to limitations explained in para 7 of Chapter 3, 
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STATEMENTC 1)S PERCENTAGE SHARE OF TOTAL CONS UP-IP TI ON EXPENDITURE 
BY FRACTILE GROUPS ~ N3S 15 TH ROUPED, OLILY 195 9 
fO OUNE 1960. 


( Par csn tag gs ) 


51 , ; 

fractil 0 group 


share in consumotion 

No, : 

urban 

;Pv';i;^^rur:al\ - "P:pp 

(0) 

(1) 

(2) 


1, 

0-10 

3# 33 

3. 40 

9 

10-20 

4*66 

4. 94 

3. 

20-30 

5.67 

5. 82 

4. 

30-40 

6. 34 

6,69 

5 . 

40-50 

7.44 

7.68 

5 , 

50-60 

' 8. 30 

8.61 

7. 

60-70 

10.21 

9.93 

8. 

70-80 

12. 17 

11.74 

9. 

80-90 

15.88 

14.42 

10. ■ 

90-100 

26.00 

26,77 


STATEMENT (2); PERCENTAGE 3H,-,RE OF HOUSEHOLD INCOMES IN THE 

AGGREG,iTE INCOME CF DIFFERENT PRE-T/'^X INCOME 
TENTHS, 1960. 

(Percentages) 


Si, fractile group share in the aggregate income 

No. baforo tax - . t P T : - - ■ T ' : 

urban rural 

Tol ~ ^ (iy — TIJ- : 


1. 

• '0-10 / 

1.3 

0.7 

o 

':Z, \ 

10-20 

2.7 

3. 3 

3. 

20- 30 

3.6 

4, 5 

4. ' 

30-40 ■ 

. 4.5 

5. 6 


40-50, 

5. 4 

6.6 

6. 

50-60 ■■ 

6, 5 

7.7 

7. 

SO-70 

8. 1 

9.5 


70-80, 

10. 3 

12. 1 

MMmm: 

80-90 

15.2 

16.4 

10. 

90-10.0 

42, 4 

33.6 


~ 6 ! ’r* 

8, NS3 data -shou that the top 10 per cent of the rural 

households accounted for 26,8 per cent of total expenditure, 
while the bottom 1Q per cent accounted for only 3,4 per cent, 
NCAER fiouros show that the t":p 10 pur cent of the rural 
households claimed 33,6 per cent of total income, while the, 
bottom 10 per cent accounted for only 0,7 per cent. Corres- 
ponding figures given by MSS for urban areas are 26,00 per cot 
and 3.33 per cant respectively, while those given by NCAER 
are 42,4 per cent and 1.3 per cent respectively. The NCAER ^ 
figures present a grimmer picture partly because they pertain 
to income while the N33 data relate to expenditure. The 
wide range cf variation that one finds between the top and 
the bottom tenths of tho populatir3n clearly reveals the 
existence of concentration of economic power in the country 
in its most generalised form. That the imposition of taxation^ 

df'i 

has not made much difference tc the range of variation and 
therefore to the prosonco cf concentration is clearly rcvealod 
by the following statement based on NCAER data of percentage 
shares in the post-tax or disposable income by income tenths? 

SThTEnENT(3): SHARE OF HOUSEHOLD INCOMES IN hGGREG.aTE INCOME 

BY DIFFERENT P03T-TaX INCOME TENTHS (URBnN ONLY), 
1960, 

(percentage) 


Si. 

No, 

fractile group 

share in tho aggregate incoi 
after tax 

(o) 

(1) ' ' ‘ 

Til 

1. 

0-10 

1.3 

2. 

10-20 

2. 8 

3. 

20-30 

3.7 

4. 

30-40 

4.7 

5. 

40-50 

5.6 

6. 

50-60 

■ 6.7 

7. 

60- fO 

8.3 

8. 

70-80 

10.7 

9. • 

80-90 

15.8 

1 0iri 

■ 90-100 

40. 4 



per cont of households owned 58 p.ar.cent of all l 

3, Also see Tabl s X 4* 2)’ 'ftr'ri'a .©bmpi^rativ/e' pl'btur e 
taxabla limit. , ' 


9, The conclusion seems justified that even after ten 
years of planning and despite fairly heavy schemes of taxation 
on the upper incomes, there is a considerable measure of 
concentration in urban incomes. This would also hold for rural 
incomes, as in their case, even the burden of taxation is not 
heavy on the higher ranges of incomes. It must be added that 
to a large extent the phenomenon of economic concentration in 
the Indian economy is the result, at one end, of unemploymant 
and under-employment and consequent low productivity per unit 
of labour, that is to say, of inadequate economic development 
rather than merely structural inequalities of a distributional 
eharacter, and at the other end, mainly of deficiencies in 

tax compliance or of tax evasion and avoidance rather than of 
an insufficiently progressive tax system. If this analysis is 
correct, it uould seem to call for rethinking of the overall 
strategy o.f development adopted during this period in relation 
to the social goals. Since we are not required by our terms 
of reference to consider such issues, it is not necessary to 
pursue the matter further# 

10. • The data available on the distribution of wealth indicate 
that there is an even more marked degree of cen can t ration than 
we have found in the case of income and expenditure. Thus, the 
distribution by size of holdings of agricultural land is 
extremely unequal. From the NSS data collected in the 8th 
round (duly 1954 to flarch 1955) and the 16th round (duly 1960 

to dune 1961) on land holdings in the rural sector, it appears 
that though there was a mild trend towards redistribution of 
land holdings between 1953-54 and 1959-60, there uas a high 
degree of concentration with regard to land distribution. In 
1953—54 the top one per cent of . the households owned 17 per 
cent, the top five per cent owned '41 per cent and the top 10 



to households; in 1959-60, those proportions wore 16 per cent, 
40 per cent and 56 par cent, respsctiv/ely . The bottom 20 per 
cent hcusehnldc did not nun any land in oithar of these 
tuo years, 

11, For ouner-occupied houses in urban areas, the flCAER 
survey for urban India in 1960 sheuad that the bottom 20 per 
cent of hcusoholds claimed 3 shars of only 0,9 per cent in 

the aggregate market value of the ouner-occupied houses, while 
the share of the top 20 per cent was 73,1 por cent, the top 
10 per cent accounting for as much as 57,0 per cent, 

12, As regards companies, which perhaps censtituto acenomi- 
cally the most significant form of property, no complete data 
are available regarding distribution by ownership of share 
capital. Income-tax statistics do not cover the entire share- 
holding population, as quito a number of shareholders have 
incomes below the incoma-tax limit (Table 4. l), A study made 
by the CBR for 1954-55 took into account not only assessoes 
who received dividends but also refundees; and it showad that 
of the estimated number of 101,033 shareholders - itself an 
infinitesimal part of tho total population, 1,4 per cent 
accounted for 31.5 per cent of the dividend income, while 
50,3 pc.r Sent could claim only 10,8 per cent cf that income. 

A more detailed study carried out by the Reserve Bank of India 
in flarch 1960 covered 70 companies with paid-up capital of 
Rs, 212 crores with a market value of Rs. 417 crores; and it 
showed that 0,5 por cent of the total number of shareholders 
(without making allowance for duplication in the sense of some 
cf some holders having shares in different companies, but 
including company shareholders) had holdings of Rs, 50,000 
and above, accounting for 56,5 per cent of the total value of 
the shares covered by the enquiry. If allowance is made for 
multiple shareholding by individuals and also for the fact that 
some of the holdings aro by , companies, there can be no doubt 
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there is a high degree of concentration in the uealth re- 
presented by shares of joint-stock companies. This is also 
shoun by the inceme-tax statistics on dividend income by 
ranges according to which 1, 5 per cent of dividend receivers 
accounted for 34*6 per cent of total dividend income assessed 
to tax in 195 9-60, 

13, The data given above do not indicate any trends in 
concentraticn, Uhat.they do reveal, however, is the existence 
at the end of ten years of planning cf a considerable degree 

of inequality in the distribution of ecnncmic assets and, conse- 
quent concentration of economic poucr in the' hands of a 
numerically small section of the populaticn. It is true that 
a considerable measure of inequality in the distribution of 
income and wealth also exists in several other developed and 
developing countries, Thera also, it is causing concorn. But 
in the context .of the Indian situation it should be of even 
greater concern, as ours is a planned economy and ue arc 
pledged to follow policies that will further the twin objectives 
of lessening ecunomic inequalities and promoting oconcmic 
growth. To tha extent therefore th.at there has been no 
appreciable reduction in the concentration in economic power 
during the last ten years-, this fact may be taksos we have 
already stated earlier, as some evidence cf the inadequacy 
of our current strategy cf economic development in one of its 
important aspects, 

CcncGntrction in private corporate sector 

14, Ue may now pass on the consider the problem of dis- 
tributive inequality and c'on centration of economic power in 
the significant part of the.eccnomy formed by the private 
corporate industrial sector which has, a crucial place in 
planned dev-olcpment under Indian conditions. Industrial 
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prcducticn in tlic private sector accounts for 16 per cent of 
the net national product and about a half of this production 
is organised in corporate form, .But. the corporate sector is the 
most dynamic olement of our developing economy and must claim 
special attention in any study of concentration of economic 
poucr. A study of joint-stock companias in India shows that 
while the number of companies is large, a small number of 
cempaniBS accounts fer a large portion of their paid-up 
capital. Thus, in 1950-61, the total number of companies 
having a paid-up capital of less than Rs. 5 lakhs each consti- 
tuted 86 par cent c f the total number of companies at work 
during that year, but their share of the total paid-up capital 
of Rs. 50 lakhs and above constituted only 1,6 per cent of the 
total number cf companios but claimed 53 per cent of the total 
paid-up capital (Table 4.3), Though the increasing size of 
companies is by itself net nocossarily an index of growing 
concentration in ownership of companies - and there is some 
evidence of an increasing dispersal of ownership as such - 
the phenomenon is conducive to greater concentration of control 
and economic power and as we shall presently see, it has 
facilitated the process, 

15. It is also evident that tho working of the planned 

Gconomy has contributed to this growth of big companies in 

Indian industry. The growth of the private sector in industry 

and especially of the big companios has been facilitated by the 

financial assistance rendered by public institutions like the 

Industrial Finance Corporat.ion(lFC), the National Industrial 

Development Corporation (NIOC) etc. Thus, as on 30th 3une, 

1963, loans had been approved by the IFC for a total sum of 

Rs, 127,7 croros. The number of concerns^ to which loans • 

4, These concerns include cooperatives. IFC sanctioned loans of ^ 
less than Rs. 50 lakhs each to 12 Gooperatives, the total amountint 
to Rs, 4,6 crores; and of more than Rs. 50 lakhs each to 42 
cooperatives the aggregate coming, to Rs. 32,2 crores. Cooper- 
atives did not roceivo any loan exceeding Rs, 1 crore or below 
Rs, 10 lakhs. 



had been sanctioned uas 244° 143 of these concerns uere given 

loans of less than Rs, 50 lakhs eachjg the total amounting to 

Rs, 32,7 croresj while 101 concerns uera given loans exceeding 

Rs , 50 lakhs, the total being Rs. 94,9 crores. Loans exceeding 

Rg. 1 crore each were given to 22 concerns and accounted for 

Rs, 34,8 crores, while loans below Rs. 10 lakhs were given 

5 

to 32 concerns, the total amounting to Rs, 1.8 crores. Lending 
by hi DC uhich totalled Rs. 3 crores up to Rarch 1963 would also 
QEjnerally be to bigger companies, 

16. Similar details are not available for the loans sanctioned 
by the Stats Financial Corporations, which totalled Rs. 49,8 
crores upto 31st March, 1962, However, loans given by the 
State Financial Corporations all fell in the category below 
Rs, 10 lakhs and would have generally assisted medium and small 
industry. The amount of loans which could be classified as 
having been made to small industry in terms of a unit with 


5, This analysis of the loan assistance given by the IFC is 
with reference to total assistance given to the concerns, many 
of yhich received more than one loan in course of time; this 
is more relovant from our point of view than the analysis of 
loan assistance by_ applications or individual loans sanctioned. 
The latter is of interest, howsver, as indicating the process 
by which the loan assistanco given by the IFC tends to become 
more concentrated with time. Thus, as on 30 3une 1963, in 
respect of the total amount of loans extended or Rs,- 127,7 
crores, the number of individual loans for amounts not exceeding 
Rs, 50 lakhs was 350 (60 being to cooperatives) and the total 
of such loans amounted to Rs. 68,7 crores (of which Rs. 14,5 
crores was to cooperatives) while, only 69 loans for amount in 
excess of Rs, 50 lakhs had boon given for a total amount of 
Rs. 58,9 croros (including Rs, 22,3 crores for cooperative 
societies),- As the number of concerns receiving more than one 
loan increases, the proportion op concerns in the lower size 
category of loan recipients declines and that in the. higher 
sizD category increases. The fact, therefore, remains that 
tho loan assistance given by the IFC has assisted tlie growth 
of bigger companies more than that of the smaller companies. 
Figures relating to lending to cooperatives have been made 
available by the IFC,;. 
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fixed csG'jts (ineludirig capitalised value of rental premises) 
of equal to or less than Rs, 5 lakhs uas somouhat over a 
quart:.,:- of the total loans, the; rest being given presumably 
1::tb:tqmedi:u^rai:Smallq:^ |iii:ediun>-:sizGd::q:en,t;erprises:v::q^.:: ::.q:q".q: qy'q:^ 

17. One noteuorthy feature of some of these loans has been 
pointod out by the Third Annual Report on the Working and 
Adminis-tration of the Companies Act of 1956, which we quote 
belou in view of its relevance to the subject of concentration 
of economic pcucit!- 

"Cases have come to notice uhere companies with large 
reserves havo invested heavy amounts in shares of other 
companies in the same group while borrowing heavily 
from the Govornmont and quasi-Governmont institutions. 
While these companies appeared to be financially sound 
and could have apparently met thoir needs for expansion 
or modernisation of their plant and machinery by 
converting their investments into cash, they have prefer- 
red to borrow from outside bodies. Presumably 
companies have, on balance, decided to keep their voting 
power intact in the companios in which shares were 
hold by them or possibly, in some marginal cases, the 
realisation of the investments might have resulted in 
losses. In some cases, however, the investments in 
industrial holdings have been found to be of the order 
of half a crore of rupees matched by an over-draft 
from Stat',' Bank of India for a like amount”, 

18, Government policy during the plan period has been 
responsible in other ways as well for the growth of the 
private sector and in the process specially of big companies. 

In addition to affording a protected market and the necessary 
overhead facilities and maintaining a budget policy with a 
mildly inflationary situation favourable to industry, the 
Governmont have been promoting the growth of private industry- 
by extensive tax incentives. Under Section 150 of the Income- 
Tax Act, now Ventures are given a tax holiday for five years 

6, Para nos. 15 and 16 are based on information supplied by 
the Reserve Bank of India, 
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and profits uc/to 6 par cent of the capital employed are 
exempted from both incorrie-tax and super-tax. Under Section 
lG(2j(vi) of the Act, new companies set up after 31sf Plarch, 

1354 are allousd to deduct 25 per cent of the actual investment 
towards depreciation of plant and machinery. Under Section 
56— A of the Income-Tax Act, dividends receiued from companies 
engaged in certain specified industries are exempted from 
super-tax; for intsr-corporats investment in these industries, 
this concession together with the provision for income-tax 
credit which already existed, meant that such dividens were 
totally exempted from taxes. There is no indication of the 
total tax rebate given to industries in this manner but the 
amount should be quite considerable. While these tax 
concessions and' rebates promoted a climate favourable to 
investment by both small and big enterprises, it is evident that 
the latter ware in a better position to ta!<e advantage of the 
same, 

19. . In commenting upon the growth of capital forrisation in 
the corporate sector, it is important to indicate the extent 
to which this has been financed by funds other than those 
obtained from shareholders either by way of new issues or 
bonus issues or by ploughed- back profits. The overall pattern 
of sources of finance of capital raised by non-government 
companies is indicated by tiia records of the Controller of 
Capital Issues where the distribution of consents and details 
of subscribed and paid-up capital by types of issues (viz, 
initial, further, bonus, debenture and loan) are available ■ 

each qj t.ho industries. Such data ovor the period 1955-60 
have been collected and analysed by the CS0®s eparately for 

7, This development rebate was reduced to 20 per cent by an 
amendment to the Act passed in. 1961, 

8, Capital Issues in the government and non-government 
companies’, 1955—1960 (miifieographed) CSO, 


governnent and non-gcvsrnment companies. Total long-term 
capital raised during 1955-60 by , non-government companies 
amounted tc Rs. 468 crores. The, share of capital raised 
through debentures uas Rs, 44,7 crores (9,5 per cent) while 
that through loans (from World Bank, Governments, LIC, IFC 
and SFCs) uas Rs, 160.7 crores (34. 4 per cent). Total increase 
in dabt thus formed about 44 per cent of total long-term 
capital raised, while capital raised through issue of shares 
formed 56 per cent. The following figures give the general 
pattern of financing of industrial expansion: 


STATEriEKT(4); CAPITAL RAISED BY NON-GOl/ERNFlEWT COMPANIES 
DURING 1955-60. 




( Rs. crores) 

(Percontag e 
of total) 

Total capital raised 

467.5 

100.0 

(1) 

of which increase in debt 
(a * b) 

205.4 

43.9 


(a) debentures 

44.7 

9.5 


(b) loans’^ 

160.7 

34. 4 

(2) 

of which share capital (a+b) 

262. 1 

56. 1 


(a) bonus 

(b) ordinary and preference 

33.5 

7.2 


s hares 

228.6 

48.9 


1 include (i) loans from fcho World Bank 

(ii) loans from the Central and State Govts, against 

the creation of company's fixed or liquid assets, 

(iii) advances from the., LIC on mortgaged property, and 

(iv)loans granted by others (other than banks). 
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20, Bank credit has also played ah impressiva rolo in 
financing the grouth of industry during the last seven or 
eight years. The Reserve Bank’s studies of company balance 
sheets have shown that the proportion of banl< borrowings to 
total sources of funds for all public limited companies was 
14 per cent during 1959-SO, For small companies this was 

20 per cent, while for medium and large companies it was only 
13 per cont. The obsoluto figures for tho latter uoro, of 
course, very much larger. 

21. Tho depcndencG of private industry on banks for 
financing its expansion is confirmed by a purposc-wis u analysis 
of advances by scheduled banks (Tables 4,4 and 4,5). Thus, 
industry which accounted for 36 per cent of scheduled bank 
advances at tho on d of 1951, increased its share to 52 per 
cent by tho end of .1961 and this from a total that was nearly 
double that in 1951. Of tho total increase in ban!< loans of 
Rs, 722 croros between 1951 and 1961, Rs. 477 croros or 66 

per cent was accounted for by industry, over half of the 
increase being shared by cotton textiles, sugar, engineering, 
iron and stool, and cement, . Tho Reserve Bank of India has 
rocontly conducted a survey for ascertaining the extent of 
financo provided by banks in the form of 'term credit’ to 
industries as at tho and of April, 1962, Tito results of tho 
survey revealed that tho total 'term credit' outstanding 
amounted to Rs, 103,6 croras and, formed 1,1 per cent of tho ■ 
total credit of those banks and 15,8 per cent of their indus- 
trial advances. Approximately, one-half of the 'term credit’ 
granted was in tho form of medium-term loans with a maturity 
of ovor one year; the other half represented rolled-over 
credit consisting mainly of overdrafts and cash credits 
with a specific understanding that the credit would be 


r enow BO 


22. Analysis of the bank credit thus made increasingly 
available for the financing of industrial expansion during the 
last feu .years shows that the main beneficiaries have been 
the big and medium enterprises.: . Financial assistance pro- 
vided by the commercial banks to small scale industries (with 
assets less than Rs, 5 lakhs) uas insignificant, amounting 
to only Rs, 28 crores or barely 5 per cent of their total 
advances to industries in 1960. The meagre absolute amount of 
credit extended to small industry is, however, to be considered 
against the very smallness of this sector; as Table (4.6) 
indicates, the paid-up capital of small public limited 
companies, below Rs, 5 lakhs each, formed barely 3 per cent 
of that of all companies. At the same time, there is no doubt 
that part of the explanation for the practically insignificant 
share of small industries in bank advances is the lacuna in the 
structure in industrial financing in terms of which the credit 
requirements of small industry in the unorganised sector were 
left to be met by non-institutional sources. It is only in 
the last few years that some attention has been given to this 
problem and the share of small industry in bank advances has 
increased, fairly rapidly, from Rs. 20,7 crores in the first 
half of 1960 to Rs, 39.4 crores by the end of 1962, This has 
been partly stimulated by the guarantee scheme for small loans 
operated since duly 1960 by the Reserve Bank as an agent of 
the Government; the total amount of guarantees issued under 
the scheme amounted to Rs. 18.8 crores in respect of 5098 
applications by 30th Oune, 1963, Ue have still to go a long way 
however, before reaching the stage when bank advances to small 
industry can be regarded as satisfactory either in terms of 


9, This is defined to include units with fixed assets, including 
capitalised value of rental premises, of Rs, 5 lakhs or below 
unlike the definition adopted by the Bank's earlier survey for 
I960 based on total assets less than Rs, 5 lakhs. 
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their absolute requirements (including their large non- 
corporate sector) or in comparison with the position of the 
1319 srid medium enterprises. 

23, In the light of the above general picture, it is 
interesting also to look at the sources of finance for the 
top. .’Complexes^ analysed by R.K.Hazari, in terms both of 
changes over the period 1-951-58 and the share of loans in 

tha total liabilities for these Complexes, These are presented 
in Tables (4, 7) , (4.8) an d (4.9) in the appendix. Thus, the 
increase during the period in loans uas 34.8 per cent for the 
ten Complexes and 35,8 per cent for the four top-most 
Complexes. In terms of absolute figures, the increase in 
loans amounted to as much as Rs, 154 crorss for the four top- 
most Complexes out of a total, increase in gross liabilities 
o f . c o.mpani es controlled by the Complexes of Rs, 430,75 crores. 
The share of loans as a proportion of total liabilities also 
increasod substantially from, 19 per cent in 1951 to 30 per cent 
in -1958 for. the ten Complexes and within the Complexes this 
share which for one group was already high at 31.8 per cent 
in 1951 increased to as much as 40,3 per cent in 1958, 

24. The following statement brings out the considerable 
increase in the role of borrowing (loans) in the financing 
structure of companies and the relatively greater increase in 
reliance on borrowed funds by the twenty Complexes covered in 
©i**;rHa2arii 'srstudy as compared to the 1001 companies in the 
Reserve Bank study: 


10, Ownership and control of companies -'1951 and 1958 with 
special reference to changes in concentration of economic 
power’ by R.K.Hazari. 
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statementCs): structure of combined balance sheet of public 

COMPANIES ■ , V ' u: :T 


(Percentages) 


si, 

no. 

Liabilities 


1958 


20 cofivs 
pi exes 

. R. BiT, ; : 
sample 

20 CO n>:| 
pi exes 

R. B.I. 
sampl e 

g 

: 

^ 2 ■ 

3 ^ 

- ' :4: 

5 

1. 

share capital 

^ 35 ; - T’ 

; ^ 35 ' 

/ ^ :'28; ; : ■ 

29 

2, 

reserves 

2:2 

19 

16 

18 

3.: 

loans 

20 

21 

30 

28 

4. 

other liabilities 

23 

25 

26 

25 ; ' ' : 

1 iKcluding banking and 

insurance 

but including finance 

companies. 





SOURCE: Hazari R.K."Tha 

Structure 

of the Corporate Private 


Sector", Bombay, 

1963, p.257. - 




25, Moreouer, the commercial , banks also increase their 
own holdings of share in joint-stock companies, as the size 
of the companies increases. The life Insurance Corporation 
(LIC) uhich is a nationalised concern, also supports big 
business in private industry by its holdings of stock exchange 
securities, its total investments in this sector amounting to 
Rs, 92 croros as on 31 December, 1960, The large companies 
and bigger enterprises have an easier access to the capital 
market, and baniks, life insurance companies and trusts, 
besides individuals have a preference for investing in shares 
of large companies. Thus, the operation of the economic system, 
with its criteria of credit-uorthiness and security for 
lending and investment, tends to support the large and 
established enterprise against the small and struggling 

11. Annual Report of the LIC for the year 1960, 
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entrepreneur. There is, houeuer, a compensatory element to 
the extent that the procedure fclloued in supporting the 
larger enterprises enables a more continuous scrutiny on 
their operations by the lending interests. In any case, 
if the pattern of growth in a mixed occnomy has to be a 
simultaneous development of both large scale and small scale 
enterprises, the regulatory measures should not take the 
form of withholding finance to the larger units. It is 
necessary, however, to eliminate unhealthy competition 
between large and small enterprises, and ensure easy flow 
of finance to the latter. 


26 , In must be pointed out, however, that the growth of 
big business as such, though indicating the presence of economic 
concentration does not necessarily moan the deliberate adop~ 
tion of an anti-social policy. There is such a thing as the 
'economy "of scale which •works in favou-r of big. busin.ess, 
on purely econo'mic grounds^ and economic consi derations. ■ are 
certainly relevant especially in thp context of our scarce 
resources and the imperative need for our making the most 
economic utilisation of these resources. In many industries, 
the size of the domestic market is small in relation to the 
size of the plant at which maximum . averag o costs begin to obtain; 
and any attempt to reduce the degree of concentration by 
breaking down economic-size units into a largo number of ■ 
uneconomic-size plants would only lead to economic waste. 

At the same time, there is no doubt that localised concentr^at ion 
of industry, even if unavoidable on economic grounds, must 
necessarily result in the accrual and possible exercise of 
monopolistic power. Uhat is needed in such a case is not the 
break-up of large units as ' the adoption of a policy of 
regulation, continuous scrutiny and possibly, nationalisation 
which will help to prevent the emergence of anti-social 



consequences froin the otherwise economically justifiable 
localised concentration in the Form of big units in one 
industry or another. 

27. As localised industrial concentration is nn important 
aspect of concentration of economic pouerj it is necessary 
to examine the extent to which such concentration has emerged 
in Indian industry at the end of ten years of planned economic 
development. 

The following statement gives relevant data on producer 
concentration in solected industriess- 


STATEriENT(6): PRODUCER CONCENTRATION IN SELECTED INDUSTRIES; 


s^. industry 

year 

percentage 
share of 
top-most 

percentag e 
share of 
top-few 

no, of 
units/ 
groups 



unit/g ro up 
in total 
pro ducticn/ 

units/g roups 
in total 
pro ductio n/ 

under 
column( 4 



capacity 

_capacity_ _ _ 






M. n ^ mm ^ mm ^ mm ^ 

-.-is)-,-. 

1. famished stool 

1958 

63.70 

93. 36 

2 groups 

2, pig iron 

1958 

54,63 

90.08 

2 groups 

3. electric lamps 

1960 

40.00 

88.70 

14 units 

4. Sewing machinos 

1960 

86.00 

88,00 

1 unit 

5. soda ash 

1958 

52.25 

84.68 

2 groups 

6, electric fans 

7. paper and paper 

1961 

51.00 

82,00 

4 pDits 

board 

1958 

23.50 

77.90 

with 

5 groups 
8 units 

8, , bicycles 

1959 

20.20 

72.72 

4 units 

9. cement 

1960 

45.00 ■ 

71.90 

3 gfcoups 

10, soap 

1957 

30.75 

69.11 

with 

4 groups 
8 units 

11. superphosphate 

1958 

14,76 

53.04 

5 groups 

12, hydrogenated oil 

1958 

14.01 

47.09 

6 units 

13, paints and varnishe3957 

11.40 

45.90 

6 units 

14, ceramics 

15, juto textiles 

1957 

17.29 

39.72 

with 

4 groups 
6 units 

1958 

12.29 

37.61 

4 groups 

16, matches 

1960 

60.00 

60.00 

with 

1 froup 

5 units 

1 percentage of looms 

installed 
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17, caustic soaa 

18, end 

19, sulphuric acid ^ 

20, cotton textiles 

21 , sugar 


1958 
1958 
1958 
1958 
19&8-59 


23,51 

■ 2 

groups 

24.70 

3 

groups 

23.72 

" y T 

groups 

11.49 

3 

g ro ups 

4.56 

2 

units 


SOURCES ’A note on industrial concentration ’ by NCAER, April 
1962 (mimeographed), 

28. It will be seen from the aboue statement that in the 
case of 12 out of the 21 industries listed aboue, the top 
units claimed a share of more than 50 per cent of production. 

In 4 of those cases, one unit claimed more than 50 per cent 
of production. It is true that in the case of steel and pig 
iron, there is now substantial production in the public sector, 
which reduces to a significant extent the share of the top 
units as also of the top unit in production. Also, the 
monopoly or somi-monopoly position enjoyed by a feu concerns 
earlier has been considerably reduced as a rc3Sult of a steady 
expansion of the industrial sector during the last dfocado or 
so. Thus, for example, the ACC in 1951 controlled 64 per cent 
of the total output of cement; by 1960, its share had declined 
to 39 per cent, and is expected to decline further to 25 per 
cent by 1965—66. In match industry, UiriCO was more or less the 
sole producer of matches in 1951, as a result of differential 
excise and encouragement of A, B, C and D class of units, the 
share of UlfICO in total output of match industry has been 
reduced to 60 per cent by 1960, The share of Titaghur Paper 
in the total output of paper declined from 25 por cent in 1951 
to 15 per cant in 1960. The Tletal Box Company in 1951 enjoyed 
almost a monopoly in the matter of containers; in 1960 its 
share has been reduced to 20 per . cent. Hind Cycles accounted 
for 90 per cent of the output of bicycles in 1951; its share 




in i960 rJnclincc! about 15 per cent. Soap and usnaspati, 
electric coble rncnufacturing', aluminium industries, soda ash 
and ath-r chemicals and several other areas of industry furnish 
instances of a declining trend. in : localised industrial concen- 
tration with new entrants in various fields of industry. An 
appreciable meaGure_of such concentration in the private in- 
ductrial soctor, houGvar, still remains. Even in the case of 
pig iron and finished steel, the fact of concentration remains 

' b 12 

as far as the private sector is c&ncernsd. 

2r, Heu far the position reuealed by this study has justifi- 
cation in terms of economies of scale and what policy measures 
aro required to safeguard the public interest are questions which 
need detailed study in the case of each industry; uhat agency 
should und.ertake this tns!<, uhethsr departmontal or otheruise, 
is a matter for consideration by Government. . 

30. riorc important than the existence of localised industrial 

con centreticn - far which perhaps thers cculd be found seme 

justification in terms of the ecQnomiBS of scale - is the more 

ganorolised concantrebion of economic poucr to which raforencs 

has been made Gorlior in this chapter. In the Indian context, 

it is the concentration of control in the industrial sector 

an a whole rather, than in any one or other particular industry 

that presents the more menacing aspect of coneentretion of 

economic power. It has been pointed out already that shares in 

joint-stock companies are held by an extremely smcoll percentage 

of the population and that this represents a concentration 

of eccnomic power that is’ significant enough to command 

attention. Bub more important than ownership is operational 

control. The normal behaviour of the large majority of share- 

holdors whose individual hoi dings, are quite small, does not 

indicate on their part any real interest in exercising the 

control that goes with ownership; and tha growing importance of 

12, Parc No, 28 is based on information supplied by the 
Resarve Bank of India. 
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imporsonal holdors like banks, trusts, companies and tho like 
has increasingly tended to divorce individual ounorship from 
control , As it is control uhich is significant from the point 
of view of economic power, a study has to be made of concen- 
tration of control by selected business groups within tho 
corporate sector, 

31, It is axtremoly difficult to obtain light on the concen- 
tration of control in the corporate sector without a full 

and detailed inquriry into the operations of individual 
companies such as only a full-time agency with powers to call 
for books and examine accounts could undertake. In the absence 
of such an inquiry, one has to fall back upon such evidence 
as- can be gathered by an analysis of the composition of Boards 
of Directors and their interlocking, the number and resources 
of companies operated by managing agencies, intor-corperato 
investments and subsidiary companies, and such identification 
as one can make from indirect data of the presence of un.V:s 
of control sprawling over companies within the same industry 
and over many industries. Ue have been assisted in our work by 
a study undertaken by Dr. R.K.Hazari of the structure of ihe 
corporate private sector as also by working papers prepared 
by the Central Statistical Organisation and by the Reserve 
Bank of India. While the data either collected or used by us 
for determining the concentratien of economic power in the 
private corporate sector through concon tration of control is. 
by no means' as cotaplete as wo would have liked, it enables 
us to formulate some considered views on the subject, 

32, Dr, Hazari 's study is particularly notable for the light 
that it throws on the subject of concentration of control in 
the structure of the private corporate soctor. He has 
attempted to identify groups in the corporate sector which' 
exorcise effective control ovet corporate decisions, ovon 
though they may have no Soparato. 1 egally-idontifiabl a oxistenco^ 



A corporate group of this kind or a controlling interost is 
defined as censisting of units which are subject to tho dccision- 
malrinn ocucr of a cornmen authority. It takes policy decision 
on pricoSj profits, investments, production, purchases and 
sales on behralf of a numbei; of companies and determines 
responsas tc particular economic and political developments. 

It functions as a single organisation, though each of tho 
companies it controls is a separate legal entity apparently 
independent of tho others with uhich it is linked by this 
Controlling Interest, It is not necessary for the Controlling 
Interest, for tho purpose of acquiring such control, to own 
the majority of shares in every company in the groups By a 
process of inter-corporate investment it is possible for it 
to acquire control over a number of companies uith comparatively 
little investment; in the simplest of cases, a Controlling 
Interest uhich ouns the majority of shares in a comparatively 
small concern A may gain contrcl over the affairs of a larger 
concern B in which A holds the majority of shares, a second 
still larger concern C in uhich B holds the majority of shares 
and so on; even in the original concern A, the Controlling 
Interest's investment may be partly financed by borrowings from 
banks on the security of that investment itself. The picture 
could be made complicated by spreading the investment of each 
company among several companies of the group and by changing 
the pattern of investments over time. The control acquired 
by inter-corporate investment is supplemented by powers 
obtained under managing agency agreements and by the buying 
and Selling of shares by Investment Companies belonging to 
the group. 

33. The study divides the concerns subject to the decision- 
making authority of a single Controlling Interest into Inner 
Circle concerns and Outer Circle concerns. The Inner Circle 
constitutes the group proper and, consists of sole control and 



m^ijority companiesj uhile the Outer Circle consists of fifty- 
fifty, minority, and under-management companies in uhich tho 
decision-making authority of the group has a material influence 
but not the controlling uoie. The tuo Circl es - tog ether are 
referred to as the Complex, 

34, Twenty leading groups have been selected for study on 
the basis of various criteria to yield a cross-section of the 
corporate private sector. Among the criteria used are not only 
size of physical assets, but also age, occupction, corporate 
structure and pattern of financing, distribution of ownership, 
relative size of controlling blocks, and techniques of control. 
Caste and provincial origin have also been pressed into service 
in making the selection. Altogether they present a fair picture 
of thg corporate sector in respect of concentration of economic 
power. Though the Complex is brought in to give a comp rehens-ive 
idea of the importance of the groups in the total corporato 
private sector, measurement of concentration is based primarily 
upon the size of the Inner Circle, Indeed, as Dr. Hazari 
observes: "The presence of control over the disposition of 
resources, in terms of which economic power has been defined, 
ends at the boundaries of the group, i, e. the Inner Circle ... 

To some extent, the interests even overlap between the groups 
studied. Consequently, the measurement of concentration 

13 

has to be based primarily upon the size of each Inner Circle, 

The study covers the period t951-58, and gives details for 
both the years 1951 and 1958, . 

35, The twenty groups studied have an interest of one kind 
or other in 983 companies with a share capital of Rs, 236 
crores in 1951 and 1073 companies with a share capital of 

Rs, 352 crores in 1958 (excluding government companies). Those 
companies accounted for 29,2 and 32.4 per cent of the share 

13. Hazari. R.K,"The structure. of the corporato private, 
sector", Bombay, 1963, p,1.3, . 
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capital of non-gouernnicnt cofiipanies in 1951 and 1958 respec- 
tively. The statements belou give details of share capital 
end physical assets far these tuenty groups, as also for the 
thirteen largest amongst them. Details fer each of these 
tuenty groups are given in Tables (4. 10), (4,11), (4.12) and 
(4. 13) in the appendix. 
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share 
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net fixed 
assets 



1951 

195 8 

1951 

1958 

1. 

inner 

165.2 

254,6 

139.0 

404. 1 


out er 

65.0 

112.4 

5 8,5 

'153.9 

3. 

complexes . 

(gross) 

230. 2 

267,0 

197.5 
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4. 

less overlap 

27,5 
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5..: 

compl exes (net 

)202.7 
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all non-govt, 
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1200.0 
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1951 195 8 


!s capital 
stock 


1. inner 258. 1 636.8 375. 8 862.2 

2. outer 98.0 244.4 141. 3 337.2 

3. complexes 

(gross) 356,0 881.2 517. 1 1199.4 

4. less overlap 38.6 121. 8 54.5 165.6 

5. cpmplexes(net)317.5 759. 4 462.6 1033.8 

5, all' non-govt, 
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36, ^^ ^ ^ selectod groups have increased their share 

of all corporate private capital, including both public and 
private cempanias, from .29.2 per cent to 32,4 per cent, during 
tho eight years ending with 1958. The share capital cf the 
conpanies controlled by the twenty groups in 1958 stood at 

Rs. 352 crores, net physical assets at Rs. 501 creres, net 
capital stock at Rs, 814 crores, and gross capital stock at 

Rs. 1102 crores. Their share of not physical assets was 37 

per cent, of net capital stock 34.7 per cent and of gross 
capital sto ck 34, 3 per cent. The figures reveal an impressive 
picture of concentration of economic power in the entire cor- 
porate private sector. The picture makes an even more massive 
impact if one considers the share of the largest 13 of these 
twenty groups, Thei r s hare of t ho share capital of the entire 
corporate private sector .increased from 27,9 per cent in 1951 
to 30.6 per cent in 1958. Their share of net fixed assets stood 

at 35.2 per cent in 1958, of net capital stock at 32,2 per 

cent and of gross copital stock at 31.9 par cent. 

37, The picture of ..economic concentration that has been 
presented above gains added significance when one makes a further 
break-up of the 13 largest groups that have been dealt with. 

Thus ten groups had an interest of one kind or other in 876 
companies with a share capital of Rs. 205 crores in 1951 and 

929 companies with a share capital of Rs, 297 crores in 1958, 

They accounted for more than 25 per cent and 27 per cent of 
the share . capital of non-government companies in 1951 and 1958 
respectively. Among these ton groups, the top four showed 
a still, higher degree df concentration, tho companies controlled 
by these Complexes accounting for ,a share capital of Rs, 147 
crores in 1951 and Rs. 225 crores in 1958 or 18.2 per cent and 
20,8 per cent respectively, . o f the- share capital of entire 
corporate private sector. The top-most group controlled a share 
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capital of Rs. 66,8 croros in 1951 and Rs. 103.2 croros in 
1958 or 6,3 pi-r cant and 10 per cent rospectivcly of the share 
capital of tivc entire corporate private socto2^» 

38, fleasurement of changes in concentration has to take 
into account physical assets, but this is possible, as pointed 
out earlier, only for public joint-stock companios. The 
follouing statement gives tho percentage share of the total 
for all non-governmont public cempanios in share capital, net 
capital stock, and gross physical stock for tho twenty 
Complexes taken together. 13 largest of these, ten largest 
and four top Complexes, 


14. The presentation here is in terms of Complexes(gross ), 

Since this involves somo double, counting in view of the fact 
that one company may be shown as falling within two or 
more Complexes, an obvious refinement would bo to present 
figures in rcspoct of Compl exes (not) , LJe have preferred 
presentation on the simpler basis of gross Complexes because 
the alternative presontation would not materially change t he 
broad tendencies noticed, A more important point relates to the 
exclusion of private companies from , our table. This exclusion 
introduces a distortion because somo large private companies 
were converted into public companies between 1951 and 
1958 and as such any view of concentration restricted to 
public companies alone would overstate the trond in concentra- 
tion to some extent. Ue have not attempted doing this 
because the variety of information availablo in rospcct of 
private companies is very limited and the scope of th,o table 
had to be restricted considerably in case ue desired to 
present the table for both public and private companies. 
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39, Ue have already seen that non~gouernment public 
connaniGS financed the greater part of their substantial 
expansion during the Plan periods from external resources. 

In the case of these twenty Complexes, about 32 per cent of 
the gross total funds raised during the period came from 
loans and another 24 par cent from short-term liabilities, 
making a total of 56 per cent for borrouings. About 9 per 
cent came from reserves and 19 per cent from depreciation. 

Only 16 per cent came from additional share capital. If 
one analyses the controlling blocks - and this is feasible 
only for Inner Circles and not for the entire Complexes - 
one. finds that the proportion of controlling block to Inner 
Circle equity share capital declined from 48 per cent in 1951 
to 43 per cent in 1958, while the corresponding figures for 
preference shares were 23 per cent and 17 per cent respectively. 
Details for the twenty Complexes are given noxt p.as they show 

a great deal of variation from one another which have little to 
do with the size of each individual group, 

40. Iinter-corporate investment is the main instrument, 
and an increasingly important one, for the control of 
companies. Roughly two thirds of the controlling blocks 

were held by companies,, with investment and industrial companies 
as the principal corporate holders. Of the additional share 
capital raised between 1951 and 1958 by Inner Circle companies, 
the controlling interest contributed only 37 per cent. About 
83 per cent of this contribution came from companies mainly 
investment and industrial, 12 per cent from trusts, and only 
5 per cent from individuals. The individuals who constitute 
the ultimate Controlling Interests ;,provided only Rs. 1 crore 
out of the Rs. 38 crores contributed, by individuals in 
general towards the expansion of the total share capital of the 
inner Circle companies during this period. Dr, Hazari compares 
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STATEf‘lENT( 11): CONTROLLING BLOCKS IN P UBLI G COnP ANI ES OF 

lyENTY INNER CIRCLES 


(Percentages gf shcre 
cap 1 1 al ) 


sl. * 

group 

ordinary 


oref srence 

no* 

1951 

19 5 8 

195' 

1 1958 

/ n 

vo; 

(1) 

(2) 

(3) 

(4) 


1. 

Tata 

19.5 

18.0 

4. 5 

2.2 

2. 

Birla 

61.0 

61.1 

55.4 

23.0 


i’lartin Burn 

25.9 

23.7 

7.4 

3. 1 

4. 

Dalmia-3ahu-0 ain 65.2 

54.8 

36.3 

24.2 

5. 

Bird Heilqer 

34.7 

40.5 

10,6 

8.2 

6. 

An dr eu Y ul e 

43.3 

45.7 

43.0 

43. 1 

7. 

Ba-ng ur 

79.8 

68.8 

46 • 5 

25. 4 

8. 

Thap ar 

57.6 

61. 1 

11.8 

23.7 

9. 

J.K. 

72.8 

74.7 

46.0 

36. 4 

10. 

Shri Ram 

46.3 

43,9 ^ 
35.5 

58. 2 

26. 9 

11. 

Shapoorji 

72.3 


99. 2 

12. 

Khatau 

67.2 

68# 6 

16. 4 

17.7 

13. 

Ualchand 

69.8 

67,0 

17. 1 

6,3 

14. 

Mafatl al 

6 8.5 

69.5 

2.7 

7.4 

15. 

Kasturbhai 

23.4 

20. 1 

36. 2 

34. 3 

16. 

Seshasay ee 

' 8.7 

6. 1 

4.9 

2,7 

17. 

Ramak rishna 

26.5 

24. 4 

18. 3 

11.9 

18, 

Indra Singh 

62.6 

40 .60 

- 

41.0, 

19. 

riahindra 

8.0 

37.8'^ 

,22.5 

5.3 

20 . 

Kiri oskar 

27.9 

27.9 


1.7 

21. 

Total 

48.0 

43. 1 

22.7 


1 

Decline due to 

acquisition of 

Brady 

Group in 

1958. 

2 

Increase mainly 

due to the conversion, of the 

principal 


company from priv/ate to public. 




the technique of holding controlling investments to a chain 
breeding process. ' 

He obs erves! 

"The controlling families in most cases make some 
relatiuely small investments in a principal company 
or companies which initiate a breeding process ~ in 
some groups an inbreeding process - that takes care of 
nearly all subsequent controlling investments of 
significance, without calling forth further substantial 
investments from the families. All Complexes except 
f'lartin Burn, Shri Ram, Kasturbhai, Seshasayee and 
Kirloskar, have a large number of subsidiaries and 
joint subsidiari Ds, In 1958 the Tata Complex had 73 
subsidiaries and joint subsidiasies, Birla had 105, 
Dalmia~5ahu-0ain 30, Bird Heilger 44, Andrew Yule 20, 
Bangur 47, Thapar 31, 3.r<. 27, Shapoorji 15, Khatau 14, 
Walchand 16, and flafatlal 13. Even among the smaller 
groups Ram'akrishna had 3, Indra Singh 4 and Hahindra 5 
subsidiaries and joint subsidiaries. In the aggregate, 
net of multiple counting, there were 163 subsidiaries 
and 266 joint subsidiaries out of the 1079 sample 
companies in 1958, In most of the remaining companies, 
also, inter~corporat e investment played a key role but 
individuals and trusts too wore important holders". 

Company Law Administration dpes attempt to control inter- 
corporate investments but within somewhat restricted limits; 
whether the .''Administration, could deal more affectively with 
such investments with suitable modifications in the existing 
laws is a question of policy, which has to be left to the 
appropriate authorities, ■■ 

41. Ue have not been able to assess whether and how far the 
undoubtedly larger area of concentration in industry was 
balanced to any extant by a dilution of the intensity of 
control associated with a decline in ths ratio of share capital 
of the controllod sector owned by the Controlling Interest. 
Indeed, the procedures and processes of decision-making in the 
groups, and their significance for concentration of economic 
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po'Jsr Ljould seem to be uorth soms further exploration for a 
fuller assessment of the problem. The groups in Indian 
industry differ in their structure and internal organisation, 
ranging from the rather loose 'to the closely knit organisation 
of the patriarchal type and with varying dograes of customary 
or formal devolution of pouers. Some regard to these factors 
soeins necessary uhen. making use of Or. Hazari 's ratios of con- 
contration. Those qualifications uould, hQU,.:Ver, apply more 
to the Outer Circles and the Complexes (gross) and do not 
substantially affect the conclusions regarding the extent 
of control based on Inner Circles, 

42, Thera can be no denying the social significance of the 
con centraticn of economic power that exists and has grown 
aver the Plan periods in the hands of a comparatively few 
individuals! and it has become possible becausa ownership 
and investment of personal funds is not required for 
acquiring operational control over large segments of the non- 
governmental corporate sector. How far this concentration 
can claim economic justification in terms of optimum use of 
scarce entrepreneurial talent, to what extent the manner 
in which the concentration is obtained leads to anti-social 
consequences, what precisely its implications are in the 
operation of our democracy, the implementation of the cons- 
titutional directives on oconomic policy and on economic 
development, anti what remedial measures are required, are all 
important problems that need answering. But this can be dona 
only after a thorough and comprehensive inquiry by a full- 
time organisation created solely for the purpose of inquiring 
into the concentration of economic power in the non-govern- 
mental corporate private sector. We siiall revert to this 
suggestion towards tho end of this chapter, but it is relevant 
to draw attention at this stage , to the recently published report 



of the Commission of Inquiry on the administration of 
Dalmia ~3ain companies, and the lessons that flou from it in 
regard to the possibilities of. the anti-social consequences 
that can fullou frcnrboth. the attempts to build up concentra- 
tion of accnomic pouor as also from an exercise of this 
aousr, 

43, So far ua have dealt with the concentration of gccnomic 
pouer that rests in ths hands of certain groups of Complexes 
uho by ounorsidp, inter-corporate investment and other means 
have acquired control over a significant volurno of non- 
governmental corporate sector activity. But control need not 
be exercised only through the Controlling Interests' relative 
share in the assets of the companies either through ownership 
or inter-corporate investment. It can also be exercised 
thro'ugh managing agents, common directors and similar other 
forms which enable the controlling group or authority to 
partieipate actively in the day to day business of such 
undertakings, 

44. The growth of joint-stock companies managed by managing 

. AC . 

agents has been studied in a paper ^prepared by the Reserve 
Bank of India. A sample of 1001 public limited companies 
was selected fo r the purpos e. The study showed a decline 
in the number of managing agents from 407 in 1955 to 355 
in 1959, with the number of companies they managed falling 
from 715 to 597, Their control declined from 73,3 pa: cent 
to 65,7 per cent in terms of not worth and from .72, 3 per 
cont to 66 per nent in terms of total assets. The number 
of managing agents managing smaller units with not worth or 
total assets of less than Rs, 50 lakhs declined substantially 


15, 'Economic control 
study of manaqing 


in corporate industrial 
groups’ by Reserve Bank 


s ector; a 
of India 



in 1959 as co-ipnred to 1955, uheroas ths number of managing 
agents managiag bigger units viz, with net worth or assets 
exceeding Rs. 5 crorcs increased scmeuhat during the period. 

The managing agents controlling units with net worth exceeding 
Rs, 20 crcres controlled 23,0 per cent of net worth of 1001 
companies in 1959 as compared to 15 per cent in 1955. In 
respect of total assets tlie managing agents in the corresponding 
class controlled 31,8 per cent of total assets of 1001 
. comp an i ss in 1959 and 28,2 per cent in 1955, Of the ten most 
important managing agents studied in the paper, Tata Industries 
(P) Ltd,, Martin Burn Ltd,, and Birla BcDthers(P) Ltd,, were 
the first three leading managing agents measured both in terms 
of net worth and total assets. These three managing agents 
managed 25 companies in 1959 which accounted for 20 per cent 
in terms of total assets of 100 1 companies,- while in 1955, 
these three units controlled 31 companies which accounted for 
nearly 15 per cent of the total assets of 1001 companies. 

Although the number of companies managed by these three 
groups has decreased, the control both in terms of net worth 
and total assets has -increased. Thus, while the reform of 
Company Law has reduced the role of the managing agent in 
corporate affairs-, within the reduced number of managing agents, 
the tendency is clearly visible of a strengthening of the 
influence of the bigger managing agents and consequently 
of concentration of economic power through the exercise of 
managing agency functions,. 

45. Besides managing agencies, common directors- or inter- 
locking directorates constitute another method for bringing about 
concentration of economic power. Some light on the presence 

16. See also tables ,(4,14 and 4.15) for details fif 25 
leading business houses in 1960-61, 
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of this phenor.ienLn in India is throun by a special study of 
directorships in 331 companies with paid-up capital exceeding 
Rs. 50 -lakhs each that has boen made by tne Company Lau 
Administration, In terms of paid-up capital, these companies 
account for 60 per cent of the total paid-up capital of all 
companies at uork in the country in 1956—57, The total number 
of diroctorships in the 331 companies selected for the study 
comes -to 2,419 held by 1,5D2 persons acting as directors, 

Hououer, these 1, 502 persons have bean found to be holding 
7, 366 other directorships besides the 2,419 directorships in 
331 companies studied. The auerage number of directorships 
held by a person thus came to 6,5. Of the 1,502 persons, 

26.6 per cont held single directorships, 53,2 per cent held 
tuo. to ten directorships, 14,4 per cent eleven to twenty 
directorships and 5.8 per cent more than 20 directorships. In 
other words, 73,4 per cent of the persons acting as directors 
held multiple directorships and the total number of the 
directorships held by the directors holding single directorships 
accounted for about 4 per cent of the total of 9, 785 directorshif 
held by the 1, 50 2 persons (Table 4,16), 

46, The Central Statistical Organisation has also undertaken 
a similar study of common directorships among 282 largo-sized 
public non-govornment industrial undertakings but for a later 
year, namely 1959-60 Table (4,17), The total number of 
directors of all these concerns put together was nearly 1300 
indicating an average of 6 directors per unit. But several 
of these direciiDrs were found to be associated with mors than 
one company; After making adjustments' for repetition of names, 
the number was found to have come down to 1158, Distribution 
of these persons according to the number of directors hi|3 held, 
showed that 3 directors hold 11 or more directorships, 11 
directors held 8 to 10 direcfeiorshibs each and 37 directors 
5 to 7 directorships each. Of the rest, 215 held 2 to 4 
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directorships oach and 892 directors held single directorships. 
Thus compared to 1955~57, the prevalence of multiple 
directorships showed a decline from the point of view of 
hoavy concentration of directorships amongst a fc-u directors, 
but intsr-lo eking still continues to be an important feature, 

47, As regards directors’ holdings in share capital this 

is only available for the earlier study and also only for 

333 directors belonging to 121 companies, out of the 2,419 

directors (inclusive of duplication) serving in the 331 

17 

companies covered in the study. The study reveals that 
those 883 directors of tho 121 companies held among themselves 
directly in thoir own names, 6 per cent of the total paid-up 
capital of tho companies of which they were directors. The 
porcentage holdings of the directors in the companies managed 
by their managing agencies work out to around 3 par cent, 
whereas those of the directors of tho companies which aro 
managed directly by their boards of directors work out to 
around 9 per cant. The financial stako of directors in the 
case of companies operated by managing agencios is low, 
bocaus a -control in such companies is retained by the managing 
agency firm and not by the board of directors. As against 
this, the holdings of directors in tho companies managed by 
boards of directors is higher, as control and management of 
the companies are retained by the directors. From the point of 
view of control, the figure of 9 per cent '.appears to be very 
lowj;- however, it is likely that the directors, directly or 
indirectly, probably control a fairly high proportion of the 
capital of tho companies through their benamidar relatives 
friends, financial institutions and companies. Further, due 
to dispersal of share holdings over a large number of persons, 

17, By Company Law Administration, 
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a majority of whom do not take active interest in corporate 
decisions, it is not necessary to have a majority of voting 
rights to get or retain control of a company, even a block 
of 10 to 20 per cent of the voting rights being enough 
sometimes to acquire control. In addition, substantial 
holdings of share capital by disinterested financial 
institutions also encourage such control. Thus, uithout 
even a significant share of ownership, inter-locking of 
directors may lead to operational control of a number of big- 
sized industrial undertakings by one industrial house. 

48. In this context, it is of interest to study the inter- 
locking between directorships of banks and non-government 
industrial undertakings within the economy. For the purpose, 
an analysis has been undertaken in the Central Statistical 
Organisation of the existing inter-locking between directors 
and managing dirsctors of fourteen selected leading banks 
and the 296 large-sized non-government public companies with 
a paid-up capital of Rs, 50 lakhs or more in 1959-60, Out 
of these, 73 were not associated with any major industrial 
undertakings; 24 were diracbors of one industrial house 
each; 27 were directors of 2 to 4 undertakings each and the 
rest i.e. 14 were directors of more than 6 .industrial houses 
each. The distribution of directors by banks is as shown 

b el 0 w. 

49. The dominance of industrial directors on the boards of 
commercial banks is seen to be much greater in the case of the 
first eight banks, in whose case they numbered 59 out of 77 
per cent of the total. It is evident from the above that 
there is a significant link in the form of common directors 
between the leading banks and the large-sized industrial 
undertakings. 



FREQUENCY DI3TRIQUTI0M OF DIRECTORS. OF 14 
FiAJOR BANKS ACCORDING TO THEIR COfiriON DIRECTOR- 
SHIPS IN INDUSTRIAL HOUSE AMD THE PERCENTAGE OF 
INDUSTRIAL DIRECTORS TO TOTAL, 1959-60 


nil only 2-4 
one indue 
indue- tries 
try 


5 in- total p.c, of 

due- number i^just- 
tries c.r 
and direa- 
more tors 4 -m-i-aa 


1. 

Dank of India 

1 

2 

6 

2 

11 

91 

2. 

Central Bank of India2 

- 

7 

1 

10 

30 

3. 

Pun j ab. National Bank 

3 

1 

4 

■ 1 

9 

66 

4, 

United Commercial 








Bank 

3 

5 

5 

' ' ' inm . 

13 

77 

5. 

B^nkiiO'f uBaroda 

2 

2 

4 

4 

12 

83 

6« 

Allahabad Bank 

2 

1 

1 

1 

5 

60 

7. 

Indian Oyoreeas Bank 

1 

4 

1 

- 

6 

83 

3. 

United Bank of India 

4 

2 

4 

1 

11 

64 

s. 

State Bank- of India 

11 

5 

1 

4 

21 ' 

48 

10, 

Indian Bank 

10 

1 

1 

- 

12 

17 

11. 

Canara Bank 

8 

- 

- 

- 

8 

- 

12. 

Union Bank of India 

5 

1 

3 

- 

9 

44 

13. 

Canara .'In’clus trial i.;. 
and Banking "n t 

Syndicate 

10 




10 


14. 

Bank of flaharashtra 

11 

T 

— 

— 

11 

■.mm-- ■ 


grand total 


73 24 






50. Bank advances to concerns in uhich the directors of the 
banks concerned ere interested, accounted for Rs, 184 crores 
in 1962, Ttiis constituted 12,4 per cent of the advances given 
by all Scheduled banks. For the top 15 banks, the proportion 
uas 14,1 per cent. It is sifnificant that this proportion 
is the highest for tha State; Bank of India, Details are given 
in the following Statement! 


STATEPIENTC 13): ADVANCES TO QDflPANIES OR FI RflS I ; J UHICH THE 
DIRECTORS OF THE BANK ARE INTERESTED AS 
DIRECTORS PARTNERS OR r-lANAGING AGENTS, OR 
IN the CASE OF PRIVATE CONPANIES, AS flEDBERS, 
196 2. 


si , 
no. 

bank ■ i ' ; 

advances 
(fe, crores) 

p ercentag e 
to total 
advances 

(o ) 

■ : (l) ' 

: i2ir __ 

(.3 ) 

1. 

State Bank of India 

72.8 

20.9 

2. 

Allahabad Bank 

1.6 

4.1 

3. 

Bank of Baroda 

17.6 

20. 8 

4. 

Bank of India 

31.2 

24.5 

5. 

Canara Bank 

: 0.8 

3.0 

6* 

Central Bank of India 

9,9 

5.6 

7. 

Chartered Bank 

5.5 

10.8 

8. 

Devkaran Nanjee Banking Co, 

0.5 

1.7 

9. 

Indian Bank 

2. 1 

6.8 

10. 

Indian Overseas Bank 

1.6 

6.6 

11. 

National & Grindlays Bank 

7.9 

6.6 

12, 

Punjab National Bank 

2.9 

2.9 

13. 

Union Bank of India 

1.7 

7.2 

14. 

United Bank of India - 

3.4 

7.8 

15. 

United Commercial Bank 

12.3 

17.3 

16. 

total for 15 banks 

171.8 

14. 1 

17. 

411 scheduled banks 

ik;;:)i83.5i;y^:^ 



NOTE: Individual banks’ figures are taken from the balance 
sheets for 1962, Figures ’relating to all scheduled 
banks have been taken from the "Statistical Tables 
Relating to Banks in India, for 1951 and 1962", Reserve 
Bank of India, 
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51. The banking sector itself presents a picture of high 
degree of concentratior!. The aggregate share of the 15 top 
banks having deposits of Rs, 25 crores and over in total 
deposits of 363 Indian joint-stock banks during the year 1959 
uas 70 per cent. If the Governnent-ouined State Sank is 
excluded - and looking to the composition of its Board of ■ 
Directors there is really no adequate reason for doing so - 
the percentage comes to 60, In stating tliis, ue do not uB h 
to suggest tiie continuance of unsound banking units merely 
because they ate small in size. The pres ent s ityat ion of a 
highly concentrated systeniy houeuer, points to the need 
of effective steps to dir ect t h a reso ur ces of the system 
especially into the service of small and medium industries 
and business, Ue have already seen that the growth of the 
large Complexes, which represent concentration of economic 
power, is due largely to bank loans and that small industries 
gat a very small share of bank finance. We have also seen 
the extent to which there is inter-locking between industrial 
houses and joint-stock banks through common directors. While 
it is not possible for the Committee to come to any categorical 
conclusions on thio subject, the presumption seems strongly 
to be in favour of the thesis that there is an intimate 
relation between the growth of big banks and the growth of big 
business in the country during the Plan periods. How far this 
can claim justification on economic grounds and to what extent, 
if any, it represents a departure from the Constitutional 
directives and the Plan objectives for a reduction in the 
concentration of economic power are questions that can be 
answered only as a result of a much more comprehensive inquiry 
and by a full-time agency haying much larger powers to 
obtain data than has been the case with our Committee. 
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52. In this connection, the Committee thinks it uorthuhile 
quoting the follouing observation which was made bv the 
Governor of the Reserve Bank of India in August, I960; 

"One of the structural, features of Indian banking is 
this concentration of power which, in some cases, is 
enormous in relation to the capital actually employed. 
From time to time, we come across cases in which a 
family or group has a controlling interest in a bank 
and it has become a major task of inspection to prevent 
the exercise of this interest in undesirable ways". 

In view of the prevalence of mutual understanding among 
the big industrial Complexes, banfes might give assistance not 
only to industrial concerns in which their own directors have 
a major interest, but also to other industrial houses which 
might in turn reciprocate through the banks on which they have 
strong representation. By its very nature this is a very 
difficult field for investigation. The organisation referred 
to by us at the end of this chapter should be able to make some 
advance in the stufly of this phenomenon. It may be noted that 
the ratio of capital and reserves to the e;gr9gatG deposits of 
the top banks in 1960 was only 3 per cent, 

53, CssS e , studi 9S on thi cxtG-“’t of int :,r>-.’ g o'!^ company 
directorshops in seven selected typical companies belonging 
to seven leading Indian and foreign business groups hauB'also 
been attempted t o obtain some broad idea regarding inter- 
locking between competing companies and inter-connection 
between manufacturing and financial companies. The study of the 
Seven companies (Andhra Ualley Power Company Ltd. in Tata 
Group; Century Spinning and Ueaving Company Ltd, in Birla 
Group, Standard flills Ltd, in nafatlal Group, Hcleod and 
Company Ltd, in Surajmull Nagarmull Group, Kamarhatii Ltd, 

in Sardine Henderson Group and Bengal Coal Company Ltd, in 
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Andrew Yule Group) reveals wide prevalence of inter-locking 
of directorships in companies belonging to long- est ablis hed 
and reputed houses. However, the effect on the policies of 
the tuio companies with common director or directors would, 
to a certain extent, depend upon the personality of such 
common directors and the influence they wield on the strength 
of their associations with business houses etc. Subject to 
this limitation, it is seen that there is association of the 
seven companies studied, with financial companies, particularly 
banks and investment etc, through common directors. Further, 
the inter-locking of directorships of these seven companies 
with companies carrying on similar trade or manufacturing 
activity connotes horizontal integration which often results 
in common price and distribution and related policies which 
are of mutual benefit, Th.e exact extent of such uniformity 
in business policy is, however, difficult to determine. The 
seven companies studied are often linked with non-profit 
making associations and even Government companies through 
their directors. 

54. To explore further the inter-locking of directorship 

between distribution and industrial undertakings, the 

Department of Company Law Administration has undertaken a 

study which covers seventy-four marketing companies with 

paid-up capital of Rs, 5 lakhs and above. These companies 

1 8 

are connected with 1111 companies through 233 directors out 
of a total of 341 directors of 74 marketing companies. Out 
of 1111 companies inter-linked with marketing companies, 414 
are manufacturing companies, 382 trading companies, 113 
banking and financial companies, 19 electricity companies and 
183 companies belonging to miscellaneous industrial groups, 

18, Duplications of inter-linked companies as between directors 
of the same marketing company have been removed but not as 
between marketing .companies*. 
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55, Forty-one cut of seuenty-four comP'-nico studied here 
are having a beard of three to five directors, 18 companies 
hnvo c b'jcrd of six to sight directors. Four ounipanies are 
managed by boards consisting of nine to ten directors. Only 
eleven companies have tuo-director boards. Thus, compared t o 
the all-India average size of the boards of seven directors in 
the case of companies with paid-up capital of Rs. 50 lakhs 
and above, the average size of the board of directors of the 
marketing companies is comparatively small with only 4.6 
directors, 

56, The number of companies, three-fourths or more of whose 
directors are interested as directors in other companies, 
come to thirty-eight. In case of ten companies 50 per cent 

to 75 per cent of the directors hold directorships in other 
companies. In other twelve companies, only 25 per cent to 
50 per cent directors have directorship interest in other 
companies. In the case of five companies less than one- 
fourth of the directors hold directorships in other companies. 

On the whole, it can be said that most of the directors of 
marketing companies arc having multiple interests which are 
not confined to only marketing companies, 

57, Out of 74 marketing companies, only nine companies 

do not have their directors common with any other companies. 

In respect of remaining 65, eight companies a^e connected 
with SO companies or more, twenty-four companies are connected 
to 11 to 39 companies through common directorships, and 33 
companies have forged inter-locking of directorships with 
companies numbering ten or less than ten.. Thus, most of the 
marketing companies are inter-locked with other companies 
through common directorships. It is, however, interesting 
to ’note that inter-locking of ‘marketing companies does not 
depend much upon their size, .. Statement 14' gives the distribution 



58, One of the factors accounting for an increase in 

Gconornic pouor of the large groups in recent years uould appear 
to be the larger flow of foreign investment 'and technical 
knou-hou through joint ventures in Indian industry in 
collaboration with foreign . interest s. Established large in~ 
dustrial groups in India are in o much more advantageous 
position to obtain foreign capital and technical services. 

This itself may partly explain the increased concentration 
of control in the top business houses in recent years. 





59, Last but noo least in importance in t^e study of 
operational control is the inter-linking of directorship 
between private corporate undertakings and Government 
companies. This acquires special significance in view of 
rapid expansion of the public sector in the form of active 
participation in production and distribution activities, 

A study has been made by the Department of Company Law 
Administration of the inter-locking of Directorships between 
Contral Government companies and non-Government companies. 
State Government companies have been excluded from this 
study because of their relative smallness from the point 
of view' of the investment therein. The number of Central 
Government companies covered by this study is 49 and includes 
companies jointly owned by Central Government and the State 
Governments, as they are administered by the Cofitral Govern- 
ment, The paid-up capital investment of the aforesaid 
49 Central Government companies is Rs, 520 crorss, forming 
95 par cent of the total paid-up capital investment of all 
Central and State Government companies. 

60. Thera were in all 428 di rectors Laps ,.n these 45 

Central Governmr.it compani es ■ and they were helo by 311 
parsons ui' wnum So were Vioii-urficial • 4,18 and 4.19), 

Of the 49 companies, 13 have no ’non-official ’ directors on 
their boards. In eight companies the ’non-official directors 
held no directorships in noh-Government companies. In tho 
case of one company a representative of foreign collaborator 
is on its board. Forty-two of the 86 'non-official ’ directors 
did not hold directorships in. any non-Government company. 

The remaining 44 'non-official* directors held 50 directorship 
in 27 Government companies and, 334 directorships in 308 non- 
Government companies. The number of directorships in non- 
Government companies held by these 44 *non-official ’ directors 
has been studied further and results of the analysis are as 
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STATEilEWT( 15)J DI REGTG R3 HI PS HELD IN NON-GOU ERNf-IENT 

COi'IPANIES 3Y M\!0N~0FFICIAL ’ DIRECTORS IN 
GOl/ERNflENT COflPANIES 



number of non-Gcv ernment companies in 

number of ’non- 

no. 

which the ’non-official' director of 

official ’ 


a Government company is a director 

directors 


(O) (1) (2) 


1, 

below 5 companies 

20 

2. 

5 to 10 companies 

10 

3. 

10 to 15 companies 

5 

4. 

15 to 20 companies 

5 

5. 

20 companies and above 

4 

6. 

total 

44 


61, It is not possible to draw conclusions regarding 
the economic and social consequences of this inter-linking 
betueen government companies and directors of non-Gou ern ment 
companies without a careful examination of the growth and 
working of the Government companies vis-a-vis the private 
undertakings where such common directorships exist. How 
far this helps the public sector by enabling it to obtain 
business expertise and how far it helps to increase the 
concentration of economic power in the hands of selected 
individuals in big business are questions ■ that are pertinent 
but that wa are not in a position to anseer. Perhaps these 
constitute a part of the puzzle that characterises a mixed 
economy such as the country is building through its planned 
development. 

62, Economic power is exercised not only through control 
over production, investment,, employment, purchases, sales and 
prices but also through control over mass media of communication. 
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Of these, neuspapers are -he most importj nt and constitute 
a powerful ancillary au sectoral and group interests. It is 
not, therefore, a matter for surpriae that there is so 
muon inter-linking between newspapers and big business in 
this country, with newspapers controlled to a substantial exte 
by selected industrial houses directly through ownership j 

as uell as indirectly through membership of thoir boards of 
directors. In addition, of course, there is the indirect ' 

control exorcised through expenditure on advertisom.ent which 
has been growing apaco during the Plan periods. In a study 
of concentration of economic power in India, one must take 
into account this link between industry and newspapers which 
exists in our country to a much larger extent than is found in 
any of the other democratic countries in the world, 

63, An analysis of the ownership of newspapers in relation 
to their circulation shows. that there was some increase during 
1960 in the concentration of newspapers under common ownership 
as represented by Chains, Groups and I'lultiple Units and 

the circulation commanded by them. For the study of ownership 
of newspapers, with sp eel'll reference to trends in the 
direction of cumi,.or, ewriuiship, all capers (oailios as well 
as periodicals) coming under common ownership are divided into 
tiiiee caruyories, viz, , 

(1) Chains; Publication of more than one newspaper 
under common ownership from more than one centre« 

( 2 ) Groups; Publication of more than one newspaper under 
common ownership from the same centre. 

( 3 ) flultiple Units; Publication of more than one 
newspaper of the same title, language and 
periodicity, under common ownership, from 
different centres, 

64, According to figures available from the Annual Report 
of the Registrar of Newspapers for India, for the year 1960, 
as 67,5 per cent of the total circulation of dailies in India 
came under the ownership of Chains, Groups and Multiple 
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Units. Out of a total circulation of 46,10 lakhs of dailies in 
different languaoos in the country, tho share of those 
forming part of 17 Chains, 115 Groups and 27 Multiple Units 
yas 31,10 lakhs.’ According to the same source, there uere 
ton owners representing fiv/e Chains (Express Neuspapers, Times 
of India Publications, Hindustan Times and Allied Publications, 
Amrita Bazar Patrika and Dugantar,. and Ananda Bazar Patrika), 
throe Groups (Malayala Manorama, Free Press Oournal and 
Hindu) and tuo Multiple Units (Thanthi and Statesman) which 
published 37 dailies with a circulation of 18,11 lakhs and 
thus controlled 39,3 per cent of the total circulation of 
daily newspapers in the country. Taking the three categories 
separately, dailies forming part of Chains commanded 34.7 
per cent of the total circulation of dailies, those belonging 
to Groups 23,8 per cant, and those coming under flultipl.e 
Units 9 .per cent. In' I960, there .was an increase in number 
of Chains from 14 to 17 and in Groups from 99 to 1l5 while 
the number of Multiple Units remained the same, viz,, 23, 

In addition to 17 Chains mentioned above, the Communist Party 
of India is publishing a chain of 34 papers having a total 
circulation of 101,810. 

65, The following statement shows the number of Chaiins, 

Groups and Multiple Units in 1959 and i960 and the number 
of papers controlled by therm. 

STATEriENT(l6)j CHAINS, GROUPS AND MULTIPLE UNITS IN NEUSPAPERS 


no. 

y ear 


Chains 


Groups 

Multiple Units 

no* 

newspapers 

no* 

news pap ers 


newspapers 

mm 


(2) 


14) 


wmmmm 


1 • 

1959 

14 

101 . 

36 

99 

23 

63 


1960 

17 

103 

42 

115 

23 



2 



The list of first five Chains, Groups ano fiultiplo Units 
(ranked in order of total circulation commanded) as on 
Dccomhcr 31, I960 together uith the total circulation of each 
is included in Table ( 4 , 2G) in the appendix for further 
details. 

66. While the data given above clearly establish the fact 
of concentration in our newspaper industry, it has not been 
possible for the Committee to examine its inter-connection 
with industry and uith the Complexes and Inner Circles that 
control so much of economic power in Indian industry. Not 
only is this a time-consuming task involving full-time work 
but also it requires larger powers of calling for data, 
scrutinising it and going into ramifications of accounts that 
only a full time agency can undertake. A study of concentratior 
of economic power cannot, however, be complete without such 

an inquiry; and such inquiry could deal not only with the 
details of concentration, within the . newspaper industry but go 
further and examine the in tor-connection that exists between 
newspapers and industrial Complexes and Inner Circles uith a 
view to assessing its consequences on the concentration of . 
economic power in the country. It would be specially neces- 
sary to examine the connection, if any, botween the top units 
in industry proper and the top units in the newspaper industry, 

67. The data wo have given in the previous paragraphs do 
indicate the presence of concentration of economic power within 
the economy in terms, of income, property and especially of 
control over the non-Governmental corporate sector. There 

can also be no doubt that, in part at least, the working of 
our planned economy has encouraged this process of concentration 
by facilitating and aiding the growth of big business in lndia^ 
How far this is an inevitable part of the process of economic 
development, how far it can be justified in terms of economy of 
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scale and full utilisation of scarce managerial and entre- 
preneurial resources, hou far it is consistent or is in 
conflict with the declared objectives of our Constitution and 
our planned economyj and hou far the growth which has taken 
place is unhealthy and anti-social in its consequences - all 
these are questions that we can only pose for further and 
detailed inquiry. It is true that except for the Complexos, 
statistics do not show any definite and significant trend in 
concentration ratios during the first ten years of planning* 

It is also relevant to note that during this period, Govern- 
ment has sought to limit unhealthy growth through a series 
of counter vailing measures such as company law reform, 
licensing of industrial units, control over capital issues, 
increasing scrutiny by the Reserve Bank, and other allied 
measures. They have also sought to create countervailing 
power by public investment, deliberate expansion of the 
public Sector in industry, encouragement of now-comers in 
the private sector in industry, special facilities and aid 
for small industry, and promotion of co-operative organisation 
in industry and marketing, 

68, Inasmuch as a major line of attack on the problem of 
concentration of economic power would lie in intensifying the 
countervailing action, it is useful to explain in somewhat 
greater detail the measures which have sc far been taken in 
this direction. 

69, Among the foromost of these is a relative expansion of the 
• public sector in industry* As compared to 1950-51, by the end 
of the Third Plan, the contribution of the public sector was 
expected to increase from less than 2 per cent to nearly a 
fourth in organised manufacturing industries and from less 
than a tenth to over a third in mineral production. During the 
Third Plan period public Sector investment in industry and 
minerals is expected to be Rs, 1530 crores as against only 
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Rs. 1070 crorcs in the private sector. Those figures imply 
that the relative plane of private sector industry in the 
total industrial Complex of the country uill continue to 
shrink* In parti culatj the public sector is responsible for 
the dovelopmont of the major key industries, which, if left 
to the private sector, would have increased concentration? 
and once the growing invostman ts in these industries fructify, 
concentration of economic power is likely to diminish. 

70. rioreover, important industries yhich are in private hands 
aro subject to State regulation in a number of ways, e.g. through 
control of production, prices and distribution. Besides, 
industrial licensing seeks to regulate the expansion of new 
capacity and, to tho extent possible, encourages entry of new 
medium-sizod firms in competition with existing large enter- 
prises, The licensing provisions seek to ensure, however 
imperfectly, a degree of regional and other diversification 
of -industry and to prevent the emergence of industrial 
monopolies, though this objective has to bo constantly balanced 
against' the equally imperative need of promoting attempts to 
eliminate abuses and malpractices and avoid exdessivo inter- 
company investment. 

71, For encouraging the growth of new entrepreneurs and small 
■industry, various institutions have been developed with a 
view to providing technical assistance, marketing facilities 
and credit. The setting-up of the National Small Industries 
Corporation, Small Industries Service Institutes, various 
Boards for different cottage and handicrafts industries, for 
Governmental, technical, financial and marketing assistance, 
establishment of State Financial Corporations, institution 
of the State Bank of India schemes of lending and the Credit 
Guarantee scheme for encouragement of commercial banks ’ 
lending to small industries are a feu of the measures to 
broadbase the process of industrial development and combat 
the undoubted advantages enjoyed by large enterprises. In the 
same category falls the substantial assistance extended by 
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Government to cottage and small industries through the 
setting— up of large, number of industrial estates to provide 
an appropriate framework of basic facilities. These 
incentives and facilities granted to the new entrepreneurs 
are .encouraging their emergence in increasing number. This 
is likely to have a salutary impact on economic concentration 
in Indian industry in the years to come, 

72. The fiscal instrument has, furthermore, been pressed into 
service to lessen inequalities in income distribution through 
a sharply progressive tax system. The main task in his 
sector remains that of more effective enforcement of the tax 
levies, which is a function of improvement in tax adminis- 
tration. 

73, Despite all the countervailing measures taken which have 
been recounted above, concentration of economic power in 

the private sector is more than what could be justified as 
necessary on functional grounds, and it c.exists both in 
generalised and in the specific forms. It is not within 
our terms of reference to suggest what should be done to 
remedy the situation and combine economic development with 
a steady diminution of the 'concentration of economic power. 
Undoubtedly, an extension of the scope and intensity of 
countervailing measures to alleviate the incidence and 
offset the effect of economic concentration indicates the 
general diroction of attack on the problem. At the same time, 
for devising adequate corrective measures in consonance with 
the economic growth objectives, more comprehensive and 
detailed information regarding the many aspects and ramifica- 
tions of economic power and controls in the private sector 
is required than has been available to us. Such information 
could be collected only by a full-time agency as suggested 
in para 31, if it is. set up with both the necessary legal 
authority and competent full-time staff to enable it to carry 
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out its task, Ths task is not easy. The country has a mixed 
economy; and the private sector has an important role to 
Olay in its planned economic development. Industrialisation 
has its own logic, and neither the economies of scale ifi'or 
that of full utilisation of scarce talent can be ignored uith 
impunity. Economic development uithin a democratic framouork 
remains a paramount objective of national policy, ^t the 
same time, the country is pledged to the realisation of a 
socialist pattern of society; and diminution and eventual 
elimination of concentration of economic power in private hands 
is a part of that society. The task has to be attempted in 
terms of harmonious progress towards these goals; and the 
sooner the Government sets up the necessary machinery for 
collection, examination and analysis of all relevant data on 
the subject, the easier it uould be for it eventually to ' ■ 
formulate the necessary policy that uill combine industriali- 
sation uith social justice and economic development uith 
dispersal of economic power. 
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20.1 Qbi relives undorlylisg the Act , 

6ne of the a vowed obje^etives underlying the t'otopolies;::::;^:! 
ar..d Restrictive Trade Practices .Legislation is to ensure that 
the operation of the economic system does' not result in the t::^y 
concentration of economic power to the common detrimont,^ : y 

The a-’ithority for this is derived from the Directive Prin-iplos 
of State Policy cor.tained in Article 39 of the Cor.stitutior.. 
which l.ays down tha t the State shall direct its policy 
towa.rds securing tha t the operation of the economic system 
does not result in the concentre. tion of wcolth rand m.eans of 
production, to the com.raor. detriment. The specif ic mec’sures ;^ 
ni 

the Act,. ■ ■ h'v/. ■ 

20.2 The reed to prevent concontratior of economic 
power which may 3.ead to com"-.onc"otrinent did not suddenly 
Gm.erge from tho Act, For cmite some time earlier ^ "feeling 
had been growing ir the coi".:..try that economic power was bel.ng 
concentro.tod ina fo.w hands. Prof .Mrahalonobis Committoe 

on Distribxition of Incomos and Levels o f Living in October, 
IQgO, had CO'" eluded ths. t the x/ide rs-ige of vari,ati:in that 
one finds between the top and bottom te.n per cent of the popu- 
lation clearly rex^ealed the exit, ter ce of concentration of 
bbuhpmicf 3thef collitr y ,f ;'lT,he 'y 


for e.tto.ning this objective are. contained in ChaDtsr III of 


tha. t tho top te.*' ..-er cert, of the' .population received as 


s -rici' 
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as I 


brty per cent of the .income,' . .Subsequently a study o f 








procedures by Prox 


i ndus t r i al lice n s i t 


Goreluded that the workiiig of the llceLsir.g systen had led 


onni 


top 75 buGitess houses (comprising 


had also fouiid tha' 


2,S05.9 crores which 


found that the paid-up capital of these houses was Rs,646*32 
crores which was 44.10^ of the total paid-up capita.1 of these 


the private sector which v/as Rs. 1,465,46 crores. Simil 
the Dutt Committee which submitted its renort in 1969 


came to the concl-'.isioii tha 


xiTorklng of the industrial 


: system had helped in the growth of large industrial 
It was thus with a view to check these obvious 


house 


on of economic power that Ghs.pter III was 


incor 


ration of undertakings 


The provision 


takings which either by themselves of together with Inter- 
corn.ected undertakings have assets of not less than Rs,20 
crores and to dominant undertakings which either by them- 
selves or. together with their inter-connected undertakings 
incJjiding the inter- connected' 'oheb,:afe required to be compul- 
sorily registered with 'th^ Cent (section 26). 


Till 


;h Juno, 19' 
.Out of 


















some criticism in 


Goverrment li 


[le role 


t allowed the 


G 0.O 


t will le instimictive co 


ildvisory Con^ittee w 


aid Uomni’cre 


the Go.v8rnraent rr,ieu 


e app 


ssion 


Gove 


s werf’ issLie 


Committee or Eco 


.ftor app 


le "orooos 


where 


rejected and the administrative Mlrds 
in the decisions of the Depa rtment o 


C'0'‘'!nlttec 


0 matter was pi 0 ,cea ueiore t^ae 
concerneii -Ministries 1 reludi r.g 
c Affairs, the Department of E 





DCSSI 


Conmisslon had ^ivcn thcl 


where the indu 


pronosg 


PiGOT.! 


'R) Act) was applicable, the application 
'ough the Licensing Connittee, A new 


I’outed 


procedure for simultaneous processing of applications 
under the I (DR) and the MRTP Act was brought into force 


of November, 1973 when Secretariat 


n.dus trial iloorovals 


tment of Ir.du 


rial Deyclopment, Inthc case of l-ffiTP 


undertakings simultaneous applic-ation 


under the 


ct are made to the Department of Company 


,* 4 1 airs and toe 3IA respectively. The applications are 
considered by 'cne LC-cun-lIRTP Committee or the Project 
Approval Boa-rd, on which the Department of Compa.ny Affevirs 
is represented. The Project Approval Board or the LC-cum- 
ILtiP Committee, as the casenay be, now discha.rges the functions 
of the Advisory Committee in so far as applications from the 
MRTP ui-dortaklngs arc coLcorned. In cases where the I (DR) Act 
is not applicable, the old procedure of corsiderlng these 
applications by the Advisory Committee in the Depa-rtment of 
Company <;41airs coi cinues to bo in force. In ,so far as 
Ci .10 a poll cations under the Act, are concerned, the matter Is 
now finally approved by the Minister.' , of , La¥, Justice and 
Company i4fairs and is not required/; to hbo .submitted ,4o the ^ 
Cabinet Committoo, ' ;A .. ' ' 'ir' 
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(b) Sccti 


Soctioi' 


Tbo porcertagG of approval ¥or!cs~o{{^’~^o be 
The Lumber of aapplications pending or. 1st 
3 with th.G Gover! r...Lt was 3S under section 21 


bout 74^ 


he Gove 


u ,0 ilow of such 


references to the Comraissioh almn 


the let fi.''.al3,y disposed of by the Government between January 
1974 to Dcconber 1976, 227 cases were decided without reference 


,c Commission and in only, 19 cases the Government* 


idning ,'tho reports from the 


de Cl SI or. was .give 


Commission 


were recommended 


by the Gommiss-ion dor’ re- 

accepted by the 'Cent; 
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in otbo.r 13 cnsos subject to the revised conditions. 

20.14 3i- ilo::l7 during tbo period fro;n 1st -Tanue. rv, 

1977 to 30th. June 5 1978, the Central GovGrruert :r?,S'..sd final 
orders in 90 eases under socti- ons 21 and 22 of tne let. Of 
t’-.cso,-,34 cases uerc docicled without refer; rcc to the 
Connisaion cu.-d in only Scascs. the Govor>-uGntf s dccisior. 
uo'rw given ’after obt iring the. reports from the Coumission, 
Clit of 6, 3 c„s. ;3 ycro r'-counGhdod by the Cou’-’issior: for 

rejection and theso r- comuGndations wore accepted by the 
Central Govornnont. It will thus be seen tha t in the ovvor- 
all analysis, ^^ 2 $ ard 9.3^ of the apollications under sections 
21 and 22 were disposed of by Central Government without 
roferenco to the Gomuission du3’ing the period frou lst 


Jaruarj", 1974 to 31st Deccrebor, 1976 and durir 


1st 


Jaruary, 1977 to 30th June, 1978 respectively. Thus, during' 
the period Ist January, 1974 to 30th June, 1978, Sii. ctiveOP'' 
applications out of the total of 336 under sections 21 and 
22 of the let i.c. , 92,6^ were disposed of by Central Government 
without refer ncci to the Gouuisslon, It is thus apparent thffc 
the role of the Comraission in tLio consideration of applic.atlons 
under sections 21, 22 and 23 h8.s been reduced to almost the 
mirimum, 

20,15 The Uonopoliys Coni,missior! had anticipated this 
tcr.der-Gy and raised this point .way bo.ch in its Second An.nual 
Administration Report' laid '"before, .the Parlioment in 1972, 

Th.o_ Report .^s aid,, ^ Cpm^lbsioh' has.^. however, observed tKa t 




a nur.-'.bGr of cases of large nagaitude and iraportance to the 
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ocD^'.cn.y were 


decided by the CentralGovernment without ref or 'nee 




to the Gor-russlon,. , But the Comuission is not able to under- 
stand the policy vniich is being pursued in t'’.is r^-spect. . . , 

The Coanission caxnot help- fooling that there is soue ir.congrul^^^ 
in that some tines eases not involving ary ma;ior Issue wore 
referred to thc= Commission while others ^/liich would prima- 
facic ilvolvo important considerations are not so referred... 

It would be nmc’" better if clear guidoliros arc laid down 
by the G-ovorr.mort r ga.rding the c asos to bo referred 
to the Corauis aion and otherwise" (Pago 18), The Depa-rtment 
of Company iff airs answered this criticism in the innual 
Reports for 1972 to 1974 by pointing out the, t the ma,iorlty 
of the cs-ses could be decided wit’iout further inquirer as the 
applica.tions and informatio/ being subraittc.d by l-IRTP under- 
takings wor' generally found to be complete and in accorda.nco 
withthe^ revised industrial policies of the Government (Hew 
Industrial Policy* Statement was an'-ouncod on 2nd Fcbisaary, 1973 
spoiling out, intor-alia, the- industries .oner, to lari ;0 houses) , 
it had not be n corsldored necessary to make any refer' nee ' 

to the Commission, 

20,16 Whatever may have been the reasons underlying 
the disposal of -almost ovcim'/helraing number of cases bj^ the Cen- 
tral Govern ment itself v7lt!'out making a refer-nce to the ® 

Commission, it carrot be imagined that, v/hen in the Act 
Provision was made giving ; a discretion to the Central Government 
-whether or not to ro-fer tfe; matter to the Commission, it would 
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lead to the situation,. of, :'almt^t,;.totQL elimination of the role ^ 

, hyyjUi-TiAiyy-: ^ ^ 

Of the the Commission 


^ '.j J- 


l-.s CC.?,SOd -'-0 ■pl.-.y ff.'--- CriOCuLVC- .Li- 

ri -h.G :-icd:to:--s rolatirs -o co.>',CGr:trr..-’-.?lo-' of cco^-omlc pover, 
:.;.vi 3 ucaiood. ir, soctioLs 21, 22 and 23 ca.r- ot bnt the held tr 


be ,b.istifiod. bo doubt 5 oi*. toe o'chcr liand.} lutej 


it is 


sciicl that there ie a.'-., in-built resistance to aUou oxoansion 
or satti'fi up of a now u.ndGrt-.'.kl.t.g by larso hous^.-.s orthe part 
of t!io Control lovcrnucnt . Facts, howover, show h'.at i.n the a--- 
..ssets of th,o large busin-u- hou.3 0 ^, , th.c;co ha,s been a_ co'esidor- 
ablo i'- crease right ti.rough all f '.is period. The Mor.opolios 
Inquiry Comnisuon had ostinated that in 1963-64, tho assets 
of on- Government and ■■ion- banking corapaiiies amounted roughly 

to Rs .5,552.14 croros . The latest figures for too, 20 business 
’■-'ouses •i'.’''‘'.lch .are r'.'gistorcd, under the MRTP let shoif that the 
value of asulcs has risen from Rs. 2,430. 61 croros in 19n9 


to Rs .4,465.17 crores in 


1975; 


the 


■oorcer 


nago 


of incroase 



cent 
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13.9 for the years 1973, 1974 


r ni) 1 


01 the econo: 


i'Gw undort. 


ould be 


lie Commi 


the a,dviCG o: 


itself of the forum provided by expert body lihe the 
Comniis'i on for exa'it;'atlon indepth of the proposals submitted 


on why the Central 


*-rovernrion should plo.co itself in a position in which it avoid a- 

. - : € 
bly invites criticism by withlioldin,^ c,n objective ex,:,nlnatior- ' 

■ - e 

by the ConmlssiQ-. in whichthore may be more than one pa rty in- 
vol-vod. Surely. '‘in all these cases, public interest is 


involved and would 1: 


rably sub- served. It seems 


,n irapartial and export body like the 


:ainently fall ini 


wi th 


20,18 Logically, it could bo ujyged tha t all appli cation: 
under sections 21, 22 and 2 3 should invitably bo referred 

' 'j 

to the Commission and, further that the report rec'-ived 


,ie Conrai 


on should be' binding on the' Government, In 


principle, we Ccin find- hb'faljUt’ with such an approach 
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But s=n..eb.ou, as already polrted out, the Act has been uorked 
differently. Qo'/ernsie'-t has In the past decided a bout 92,6^ 
of the cases ol its o\m without refererue to the Coonission. 

We would, for the present, content ourselves ty adopting 
a middle approach so as not tomake a clean break with the _ 
the existing practice which may result in sudden dislocation. 

In the co.ntext of the scheme of Increase of workload of the 
Commission which we are recommending elsewhere, it would be 
desirable tolimit at present such mandatory references to 
the Commission under Chapter III to the more important cases. 

We would, therefore, recommend that in tae following types o± 
cases under sections 21 and 22, the proposals shoiad bo 
compulsorily and mandatory referred by the Central Government 
to the Commission for inquiry and final dispcsal?- 

(i) Applications recieved from a dominant undertaking 

for expansion or for setting up of a new undertaking 
for the manufacture of goods or provisior. of services 
in whichit is already dominant 5 

Ai-y a.pplics,tion by any undert-skl.'' g to whica Part A 
of Chapter III applies for exparsior or setting 
uo of a new undertaking involving an estimat'~d capi- 
'tal outlay excepdi!-;g Rs.5 crores| and 
Any case in which more thanone undertaking is the 
’ applicant or a .case 'iri. which objections have been - : 
\';;v,;’,;4r',,'dr'X‘eiiS0d oppoSli^the':'.proposal. ' ' ! 


(li) 


(iii) 



20,19 The present procedure for making applications 
initially to the Central Government in all casds should 
cortinue. On scrutiny, if the Central Government finds that 
the proposal falls in any of the three categories to referred 
to above, It shall refer the proposal to the Commissi oy^, 
who will then inquire 1 to the matter s-rd pass final orders. 


report back to the Contral Government has at presen 


that a time limit of thirty days may be proscribed in section 
30 of the Act xfithin which the Central Government should refer 


the proposal to the Commission. Sub section (2) of the existing 
section 30 provides for the Commission reporting back to the 
Government vrithin ninety days, ¥0 suggest tha-’- the same 
period of ninety days should be provided for the Commission 
to pass final orders except x/here the Commission, for reasons 


to be recorded irwrlting, i 


cannot be raade within the said period, ¥e recommend tha t 
section 30 of the A-ct should be amended suitably, 

20,20 So far as the ca,ses other than those referred 
to in para 20,19 above aro concerned, hope tha t the Central 
Government will gradually develop a convention to make the 
reference in those kinds of cases also to the OQrtirinj_ggT_Qr, ^ 
but ¥6 xTOuld not make, it compulsory at this stage, ¥0 may 
raentionaere' that the investmei# ' pattern of the proposal s 
received under 1976 and 1977 shows' ; 
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that out of total- of 45 cases in the year 1976, 38' I'/ere 
proposals ir. which the investment was belox'J Rs.5 crores. 

For the year 1977, there were 49 proposals out of which the 
proposed investment in 39 cs-ses was below Rs.5 crores. Appli- 
catior.s u.nder section 22 showing i.nvestment patternbelow 
Rs ,5 crores in the year 1976 wore 27 out of the total of 37, 
and for 19775 the number ws-s 18 out of 30, Broadly, therefore, 
it nay be estimated that the figure of Rs.5 crores capito.l out- 
lay suggested by us as a cut-off point beyond ■(.rhich the cases 
are to be 'compulsorily referred to the Comoission under sections 
21 and, 22, will only cover nearly 20 to 25^ of the cases 
arising in a yea.r. Dominant undertakings filed only 4 proposals 
under section 21 in the year 1976 and, the same .number inl977. 
'^hough we are aware that this immber is small, we are hop-iiig 
that very soon this number will increase as the Government 
decides to refer other case.s also to the Commission. (If the 
capital outlay figure was takena-s Rs,3 crores, this may cover 
approximately 50/^ of the cases wh2 ch arise for decision), 

20,21 It is conceivable tha t in cert"'ir. situations the 
reference to the Commission may not be necessary incases which 
are othen*/ise to be compulsorily referred to the Commission, 
if the circumstances are extraordinary and ofspecial significance. 
It may accordi sgly be provided that, where the Central Government 
is of such an' opinion, i,t may, for reasons to be recorded in 
writing androponef o-||,more)’ alone,. dis_, 
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with such application themselves oh the aforesaid grounds 


ne to the Commission for decision 


20,22 At present, under the Act, the report received 
from the Oommission may or may not be ac':’epted by the Central 
Government, ¥e have earlier specified the types of cases in 


v/hich reference must be compulsorily made to th 


under Section 21 and 22, Even in other category of cases 
under sections 21 and 22 vrhen the Central Government itself 


beingof the opijiion that no order can be passed without furthe 
irquiry by the Commission r'-fers them to the Commission, we 


se- nologic or principle why the findings of the Commission 
should bs further scrutinised by the Central Government. It 
will be appr elated that sec-fen ,28 enumerates the matters 
which are to be take*- into account both by the Central 
Gover.'-jment as we].! as by the Commission in according approval 
in exercise of the ponders under Part A and Part B of Chanter III 
This really means that power of both the Central Goverrmert as 
well as the Commis i onisbrca.dly : circumscribed by co^'Sideratlons 
mentioned in section 28, Othdr, yreleyant factors such as the 
nurient industrial and ©sof'.oiBjibi;|5F)j^^Q:S:,;of the ■ Government will 
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iL any case be brought before the ^onrqi scion by the ^overnnert 
DeoartMents rncl other concer red parties, ''hie, therefore, 

■ihe ^oraniG'- ion passes an order either on those ref c^ren;ees;:,^:^^^^ 
which are compulsorily referred to the Commission or on those 
cases whicbma.y ho-ve been referred to It by she Cenpral 
Goveinj-aei-'t, it will apply similar yardstick and will hare 
to oe.ss order h-'^ving regard to the matters referred to it in 
section28 a,i:d other relevant factors. All orders passed by 
the Central Government or by the Com’'-tsston under Chapter IIT 
areaopela.ble to the Supreme Court vide section 55 of the Act, 

In that .view it does not seem to us to be correct in principle 
or inkeeping vJith. the positionof the Commission, that a quasi- 
judicial- -body set up especially under the Act sho’ild have its 
decisions reviewed by the executive on precisely the s-ane cor.si''- 
ers-tioLS onthe basis of which the decision hs.s already be’^n 
given by the Commission, It seeras to us that .apart from 
bei'g derogatory to the position of the Cornmission, . the same 
isa tot-ally unr.ecessary time- cor suming and wasteful exercise. 
There is no permissible rea.son to empower the Central Government ■ 
to again reconsider -re-examine the matter and t.o.ke a contrary 
view from that ta,ken by the Commission, In such cases, the requl 
reraent of sei.dirg the report to the Central Government serves 
no purpose. We feel thatinstp-d the Commission should be 
empowered in such cases to pass the final order on its own. 

Of course, before pa.sstng; iaie': order, the Commission, ' apart 


■from giying n 



teres ted in the' matter, 



*-• is 

will also give rotice to the Central ^overnnent so as to enable 
it to place its view-point before the Gommissior. We would, 
therefore, reconinend tlmt if once the rac-tter has beor referred 
by the Central Government, the Goramission shoud have power to 
pass final order and the decision given by the Commission 
shoiild be binding on the Central Government. 

20,23 Procedure for Mergers and •Sialgainations 

Section 23(1) and (2) deols with the scheme of merger 
or amalgamation of an undertaking. Thescheme of the Act is 
that or. application has to be made to the Central Government 
whomay, if it things fit, refer the same to the Commission but 
isr.otbounci to do so. The Central Government has the discretion 
topas-. anyorder as it deems fit on receipt of the Commissions 
report, ' Unless the scheme of merger or amalgamation is approved 
by the Central overnment, it Ga.nnot be sanctioned by any court ' 
or be recognised for any puroose or be given effect to. Under 
the companies Act, as it stands at present, schemes of 
merger or amalgamation' a.rc required to besanctioned by the 
respective Higb.Courts in whose jurisdiction the regis'’:er:'d 
offices of the compar.des cover-d by the scheme of meger ^amalga- 
mation are situated. This results in delaying the proceedings. 
Inorder to simplify the law and the procedure and also to ensure 
expeditious disposal of such matters, wehave recommended in 
Chapter XVII that if there are two or more companies having 
registered offices under the jurisldiction of different High ' 
Courts, only one appllcatioh; ;|>e;:®ad '• 

whose jurisdiction the r8gi^t:^_i?^;<^Upff|ce of , .the transferee 

' •' ' ) !■' .I'h' i' ^ ^ 1-* ■■ ' '■ j ' f • ' ' 



iil'f 



19 




company is sitiic.ted . The Committe- co-silered w' .ether require- 
ment of sanction by the High Court could be avoided. But in 
view of the follow-up and supervisio'-of schemes of merger, 
the Conmitte-: thought that it may place unnecessary burden 
or. the GonmissioJ;, We, therefore, do not recomme.nd a.uy other 
change i. orocediirG in section 23(1) .and 23(2), The orly 
eocesotion we wor:ld recoranend is that where a sche-ne of amalge-’^e^ 
tion or merger of a.n undertaking covered by section 20 of the 
Act is approved by the Central G-ovornment in terms of section 
396 of the Compa.nies Act, in the national public interest, 
no furtier approval should be recjuired under section 23(2) 
of the WRTP Act. 

20.24 Takeovers 

Section 23 ( 4 ) provides for acquisition by purc'io.se or 
takeover or otherwise the whole or p.art of an urdertaking. 

Here also, the refer nee to the Commission is at the discre- 
tion of the Central Government. ¥e feel that this is ar area in 
which some, ca.ses at least should receive the benefit of an 
obiectivG ex:amina.tion by a,n expci’t body like the Commission. 
Accordingly, we reco'^mended that the a.pplicati'.'ns to acquire 
by purchase, takeover or othervjise sha.ll be- compulsorily 
referred by the Central Gover.nmont to the Commission in 
' the following cases, and the Commission will be competent 
todispose it and pass. final orders on thems- 


(i) .Any proposal -relating to acquisition by purchase 
■ takeover; or othen/lse of the undertaking ' which 




together mth the share?., if ar.y, to which the 
transferee is already bcr.eficlally entitled or in 
I'jhlch the transferee a.lready has a beneficial interest, 
car y the right to exercise or control the exercise 
(in the case of a public limited company) of 33-k^ or 
more of the voting power at 8,ny .general meeting of 
the company proposed to be acquired. 

(ii)The cost of purchase or acquisition exceeds Rs. three 
crores^ or 

(iii)Where the acquisition by purchase, takeover or other- 
wise is likely to result in the creation of a dominant 
undertaking within the meaning of section 2C.(b) of the 
Act, 

20,25 Section 27 of the Act er^bl-es the Central Govern- , 
ment, if it is of the opirlLon that the working of an under- 
taking to which Part A of Chapter III aplies, is pr<"gudical 
to public interest or has led or is leading or is likely to lead 
to adoptionof any monopolistic or restrictive trade practice, 
to refer the matter to the Comintssion for an inquiry as to 
whether it is expedient in public interest to make an order 
for the divisionof the undertaking or of the Inter-connected 
undertaking i'.’to such number of undertakings as the circumstan- 
ces may justify. Since the coming into force of the Act, this p 
power has beeninvolved by the Central Government only in two 
cases one of which was later )on,,V|.;thdrawn by it^ and in the 
other proceedings are still\:per4lt.^%vii/.h T ' ■ ' ,, " . 

-a; ) i" ‘ ) * 



■overnracr 


ctioa 27 el' 


th-e advloO of 'blie Connnissior'. in case uhe iormer 


is of t!ie opinion 1:1 


ower to the conriori 


1 e d to the concer tra.tion of economic 


This power 


prejudicia.]. to public ir 


undertaking 


of an opinion by the Central 


''"overnnent. Evidently a natter regardii\c: division 01 
ar..y inter-connected undertaking so as to prevent concentration 
of ecojnomic power is one on which the Goverrment alone 
is competent to t 'ke a view, lio g:ner?.l guidelines can be 
laid down in this regard, ^he terms of reference of the 
Comraittee do not call upon it to suggest whether .any particular 
type of u.nde taking should be divided or should be asked 
to shed or divest any of its assets aid activity. And rignuly, 
so became this is a matter which the Governmev-t must itself 
decide keeping in view the expectations of the public that 
largo monopoly houses must not be allowed to grow wi knout 
directior so as to be prejudicial to public irterest and 
the economy'. The mandate of the Constitution that State Policy 
rv'.st be direct d to prevent concenyration of economic power 
the common detriment has to be honoured by ,fue Government 
and if, in pursuance , of this objpc’cave, , it i-a necessary to 
divide any ihte r-cprjnec ted under of large houses, Govern- 
ment ’is'', iniaw"duty''’:'bdTihd\tQ> far one staoute^ ^ ^ . 
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is clearly soelt out* Fo legal decision has created any 
impediment so fr.r in the uay of the Central ^overrifient to so 
act if circumstances so justify, Whether the circumstances 
in the country require the growth of the large houses still 
further inorder to increase industrial production in the country 
or whether the growth of the industry could he better sub-served|P. 
by ercouraging the largo number of competing entrepreneurs and 
by division of inter- connected undent -.hi ngs ispre-emir-ently a 
matter of public policy, which can bo initiated by the Govern- 
ment alone. Political v/iil and circuiiistances mentioned in 
section 27 of the Act and not any elucidation in law are the 
prccondltidfts ' for any decision whether to divide any large 
house, because law clearly provides for division of any under- 
taking or Inter-ccrnectcd undertaking or large houses if the 
Central Gov.unnment is of the opinion that the continuance of 
it hg.s led to concentration of economic power to the common 
detriment which is prejudical to public interest. The"Coramittee 

docs rot find that Govcrnm.e'"t power has over been or is constrair:-ii| 

V,3( 

ed by any deficiencies in the Act which may call for any amend- 
ment. A suggestion that this power to initiate action under 
section 27 should be given to the Commission does not find 
favour with us. This is so because detailed knowledge and 
information concerning the structure and finance of not only 
the undertaking but also of the general . economic conditions 
pertaining to any particular trade'; qr industry in the country 


^^^or.ld be necessary to initiate : this; step. 
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vast r.-sorvoir of irf ormation and data and ctlior details 
w'M.ch r.oGcssarily rmst precede f orn)."'t5.on of an opinion to 
invoke section 27 could or-.ly bo , satisfactorily tok-er. by the 
Central Govornnont. The ComRiissicn may not have the necessary 
infrstructui’c to initiate the proce.dings on its oun for 
division of an y undertaking. We fe:l thait this pouer of ini- 
ti9.tii.g a; inquiry ur.der section 27 should cor ti rue to re'-ain 
vJith the Central Governraent, 

20,27 Hovrever, the position v/ith regard to passing final 
orders after the matter has be n referred by the Central Govern- 


ment to the Comraission stands or- a different footing 


■6 • 


Sub. 


section (2) of section 27 gives a discretion to the • Government 
to act on the report of the Conmission or rot. ITov the 
Central Govorri-nont makes a reference bccousc priva facie 
it is of the opinion that the v/orking of the undo rt Wei ng is 
preaudicial to public interest. Once therefore, the Commission 
has, aft r inquiry, also token the s,ame view, that a division 
ought to be made, tli: rc so 'ns no reason why the matter shorild 
bo reported b:’ck to the Central Govornment and r considered 
by it. It is apparent tha.t a large number of adjustments, crea- 
tion of rights, settlement of claims and adjustments of contracts 
1 s , called . for . -^11 these .matter are pre-eminently fit to be 
dea’ded by the Commission and not by , the executive agency 
like .the Central Govornraont, , We,,, therefore, fool that o.oce a 
' r of G re nee h as ' be.e ri ■ 'midc; Iby , ttie''' qenbral' 'Gove rrmie nt , all' fur the r 
action.' wb e thorite I’dl tri d'lie-tl&litrartT’f-.si in* ■ 


'action,' wbQtherl';td?5dJ|§|lg]tggg^rtaki;hg'b.nd the consequential 



aidcortrol of the Commission 


D involve the Central Goverr’-''fint with the subsequert 
nay be mentioned that in other countries, all the 


final orders without the same 


crutiny by the Government , We do rot 
, when the ordlna.ry Courts ca n be entrusted 


pecialised body like the 'commission 


should, bekept away from it and its role be made only of an advi 


therefore, recommend that in this 


We would 


ad of Central Government a 


power 


Lven to t 


e viewable by the Government 


20,28 In regard to the applicability or othear.-rise of 
s-ectlon 13 of 'the I(DR) -^ct with refer' nee to section 21(4) 


of the MRTP Act, because of the different nomenclatures adopted 
under the I(DR) Act and the WRTPi Classification of Goods) Rul-e s 


lengthy correspondence with the concerned Ministry is involved 
to find out whether the, so.id expansion is covered within the said 


OS COPIES 


result that the matters get delayed 


of: section 21 should be deleted 


hov/ever, , considered the matter 



or nor-.e 


approved , by , conipeter.t 




came to the corcitisior; tliat tae clii:: Lcnii-ci os poii 


:ec'. vU'.- "fere 


of admlristi-ative nature o.rd could be overcome ac-iir is trotively 
and did not call for deletion of this provision from the Act, 

20,29 Substantia.! Expansion 

Substantial expansion under section21 is deemed to be 
'■rhere the value of assets before the exparsion results in ar. 
increase by not loss tha.n 25^ of such value or the production, 
supply or distribution of ary goods or the provision of ary 
services by it before expa.ns ton. would result in an increase 
by rot less than 25 % of the goods produced, supplied, distri- 
buted or cortrolled. Thus, even if the value of the a.ssets 
increases by less than 25,^ but the production of the goods 
increased by not less than 25/^, the part^^'is to take the ap.nroval 
before going in for expa.nstor of the undertaki '‘g . fe feel that 
.substantial expansion in. the value of a.ssets is brought abrut 
as a result of the replacement or modernisation of the plant 
a.rd na.chinery subject to the licenced/ap7roved capacity not 
being exceeded by 25^ or by the installation of balancifig 
equipment for fuller utilisation of existing cao'-city, no app- 
rova.1 sho’j-ld be necessary. We would th ref ore, suggest tha.t 
the following cases be exempted from the applicability of 
section 21 of the Acts- 

(i) Any subs tan tied, expansion in the value of assets 



1 ^ 0 V6 r T:xz e n t 


lutiiority r.oT 


0 :rovea caoaci zy 


.ffected for fuller utilisation 


installatior of balar.ctng eouipnent a.s approved by 
competent authority notified by Central Governnert 


the ^ovGrr.ne:, t to h3,ve a vrotch on the number 


In order to enabl 


oresaid e3:cmDtiors 


\'JQ would re CO' ■'.mend 


that. the perso; or authority prooosir 


thoaigh not reopiired to obtain approval, would nevertheless 
be re-cpiired to f-urrish to Government, in the prescribed 


s on such expansion 


a orovisio 


he provisions 


the pro'oosal indeoe 


nd offer its views, if 


20,30 Setting up of new undertakings 


Section 22 of the Ac 


applicable to 


kings Covered by section 20(b) 


ions of dominant under. 


of new inter-connected under 


t.-'klngs for the manuf -cture .of the, same type of goods in which 
they are dominant are not. covered/by; this .section, %is is a 
serious lacuna because an undert3;klng .wihich, i.s domiant will be 

' ' ' ’ ■ i f /| \ X ' i'" ’ • t : ’ ‘ ^ . 
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allowed to concer.tr te -aore ecoromic power without scru.tiny 
by the ^omniissio'" and the ’^entral ^overnwent . It Is accordingly 
s’.’.ggestod that the section nay be nodifisd suitably by the 
i nsertionof a.n Explanation to theeflect that the establishnent 
of new inter- connected undertakings by the dor'inart undertakings 
for the na-raifacture of the sa.me type of goods in which they are 
dominant ui dertakings for the no.nuf acture of goods other 
than in which it is dominant, through the est'^bllshment 
of the new undertakings would coriti-rue to be outside the scope 


of the provisions of thissection, 

20,31 An undertaking nio.y diversify either at the existing 
place of its business or at some other place. At present the 
Dep •’rtnert treats a case of diversification at the sane place 
as under section 21 as a coxe of expansion and a case of 
diversification at a. new place is dealt vrith under section 22 
as th<at of a nev/ undertaking. According to us, whenever 
diversification takes place, it is ob ’iously a case of setting, 
up a r.sew undertaki g, and therefore, sxich a case should fall 
within section 22. This is to onsiiro th8.t the scope and 
appliceioility of sections 21 and 22 are clearly demarcated to 
avoid any possible confusion. In order, however, to e xclude 
diverisification proposals, to be effected within the existing 
licensed capacity or by the manuf acture of new . pro.ducts 
through the utilisation of. ,wa^.te.„ products or bye-products by 
,'the inst'illation of;,,ba3-ar.ci,h^^^^^^^ a new sub-section ' 

mm|3tior,.s In the f.ollbwlng 


play "be" insert^ed 




is simil 


ticle(s) 


ijay of diverslf icatio. 


within the overall licenced/ approved cam city through 


the installation of balancing equipment as a.pproved 


y notified by the Cent 


Marufo-cture of new articles by utilising waste 
product/bye- products with the installation by 
balancing equipment a.s approved by a co’-^petent 
authority notified by the. <^entral Government 


to provide that theperson or authority proposing to establish 


r..g within the score of the s.bove mentioned 


exempted categories shall furri 


cribed from the det.ails of such r>ew undertakings , ’ 

20,32 Sub-sectionCi) of section 23 nrovldes that 


an undertaking, to which Part 


to acquire by purchase, takeover or other 


wise, the wh-de or part of ar undertaking, such a party shall 
apply to the Central Government before giving effect to the 
proposal, ¥e feel that the expression' or otheriArise' used in 


t’"is sub-section may be Illustrated by giving some specific 
instances like, lease, licence or mortegage as well. These 
XTOrds may, therefore, be . added in the’ sub-section after the 


or othervase 


ItlO' 


to our 
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tha.t some doubts have a-risen with regard to the a. Tolicability 
of the provisions of section 23(4) of theAct ir which the 


acorlsitior is pro230seo. 


be ef ’ect d by purcho.se of shares 


of an undertvaking., It has also be ‘in represented that in 
order to fall within the scope of this section, there sho-uld 
be acquisition of at least 5lfo of equity shares by such party. 
In our view, this is nob a. ccrrect interpretation, We fe-1 
that this provision covers the cases of ec uisition by purchase 


of shares even if the purchase is less than 51%, In the 
circumstances it will be proper to put the natter beyond any 
doubt and we recon-xend tlia t the position may be clarified by 
inserting S.n Explanation below section 23(4) on the following 


lines . ■ 

’’Explanation 

For the purposes of this sub-section arid the (proposed) 
sub-section(5) , ' * acquisitiori^ includes purchase of shares 
of ari underteleing which wo"ld carry the right to exercise, 
or control the exercise of, 25^ or more of the voting power at 
ageneral meeting of the undert.a,king which is proposed to be 
acquired. 

In computing 25^ referred to hereinabove, the shares, 
if any, already held by the purchaser, or shares in which he 
has beneficial interest or to which he is bereficially entitled, 
shall be taken into account'’, ... 

The present sub-sectiori'-'(4);,of sectior 23 has inadvertently 
omitted , to .orapow^r,, the' Central Gove rnnent to oass orders approving 


- 30 


or clisapprovir-G O’'o proposal Hough such a povrer is iupllecl 
by virtue of the provisions in sub-sectionCs) . therefore 

fe -1 that sub-sectior. (4) should be further amplified by the 
additior of the following vrcrc.s at tho ends- 

’’The Central Gov€ri:rae*"t ,or the Commission, as the case 

it is satisfied that it is expedient 
ill the public interest to do so, accord- apnrov:! to the 
said proposal on such terns n.nd conditions as it thinks fit! 
20,33 3ub-sectioi: (8) pron'ldes for a prcposo.1 of purcha.se 
or takeover of an undertaking to which Part A apolles ';ot being 
effect to unless it is accorded approval by the Central « 

Government. This contemplates a situation which is the rev-rse 
of sub-section (4) i.e. an urderto.ki.ng to vhioh this Part 
applies being acp-’.ired rather than, the undert-klng to which 
the Part £.p plies acquiring s nme other undertnMng as cov red 
by sub-section (4), But there is no fur'Sier mecha.',-ics gi^^on 
of what procedure, is -to be followed in the case of a!:> .?.cauisitio>- 
u.rdsr sub-sectitfn. (s) . Pr^-sumably for this rc.ason, some confu- 
sion htas arisen seeking to give an interpretation that sub- 
section (8) has to be rel.ated back to sub-section (s) is clear 
enough.’ it rel-ate.s to a sit'aatlon aHere there is a proposal 
to acquire an u.nde taking to which Pa-rt A applies and 
rot to a situation involving the acquisi-iion by an undertaking 
to which the Prart A applies. In any case, we feel that it woul d 
be proper if this matter were' clarified. We see no logic to 
exempt such a case wlrlch relates, to the- purchase or takeover 


i 
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ff-L ui'c.sr'c 


"bo Pc,r‘c A O-Tollss , VJ?, f ic r.'‘0roic& 


fe'-'l t'r\r\t 3v.l-sectioi: (s) sli'-nl d ’oe rowcrded so o,s to ;^rovloe 
■b’30?-b otiere a proposal is to o.cciiire purcliasc, t -koover or 
lo'-se or llcer.ce or ■■'crtg.r.ge or- otb.e??vrise o-r. tirdert''kii.g 
to ■'.fkich Part A of Chapter III aopiles, the proposal would 
requ.iro ar. aoplic .-.tion to be subraittad to the Cer-tral Coverr-or't 
for obtoihir-g Its o.pprovo .1 before girt ''g effect of smcii o. 


D r c SOS r.l . ■ This is 


U ‘ u 


he same lines SvC the existir.g su.b-soctior. 


(4). Conseque' tly 5 sub section (s) as reco ■'e''ded ''"o be 

reworded s-s above 5 would beco'o.e siib-sec'tior. (5) a':d t''’c existing 
sub-sectlor s (5) , Cs) and (?) wo-ild be re- number ="d as S’lb- 
sectior-s (0) ^ (7) a; d (S) respective! y. ^ further coi senp.ien- 
tia,l change would be required in the proposed .'".■'.vibered 
sub-sections (6) a.nd (7) so o.s to include a reft ren.ce to the 
sub-section (5) therein aft' r the ■'.rord * sub-section (4)’. 

20,34 Transfer of SGctiC's lOSA to lOsiI of Coup.ai'ies 
Act, 1956 to lIRTP Act, 

While '■•n this subject, wo would rsfor to a suggestion 
Di de to us by various bodies in relation to secti-'i-s lOOA 
1081 of the Compa''ies Act whh.ch wore introduced b:/ the Gomapnies 
. (A'.ier.'".ment) -^^ct, 1974* It has be-'n pointed out these sections 
related to the acquistion and transfer of shares of a body 
corporate owning any undertaking to which the provision s 
of Part A of Chapter III of the lIRTP Act apply ard that, there- 
fore,- the appropriatp place -tpr; these provisions would be the 
iiRTP Act rather,,;,t>ii!,n|;«A;he- Cou,^^ Thete is eo)' siderable 


force in this sugg-stion ard ire agree that the provisions 
of sections 108A to 108D, lOSF end 108G should be brought 
over to the HRTP Act as sections 23A to 23F respectively. 

The provisions of section 108E which deal with time li-'it ■'■•'ithi 
v/hlch the approval of Central Govern'ient is to be accorded 
should be ir:Corpora.ted ir section 30 of the Act as a new 
sub-.se cti on. Opportunity of being heard, as provided 
for in sectior. 29 of the Act, will necessarily be given to a 11 
per s sons, who are, or may be, interested in the mo.tte-r, by 
the Central Government bedore passing any order under these 
provisions. 

20,35 At present, approve,! of the Central Government 
under these sections of the Oompanies Act is required 
in respect of even trasfer of shar s from one constitutent 
withir: a group to ar.other in the same group. It has been 
represented to us that such a requirement is superfluous as 
such trar.sfer within the group does rot lead to any further 
concentration of economic power of the group as ro increase 
inthe holding of the group is irvolved. We feel that there is 
some justification in this view, and would, ther.--f ore , recom’-'.end 
that a suit3,ble provision be incorporat' d in the Act, while 
transferring them to the ItRTP Act. ' The provision nay be to the 
effect that nothing in these sections will affect the transfer 
of shares within the group from one constituent to another 
provided an intimation of the. transfer is given to the Central 
Government witliin two months of: effecting the transfer. 


coaoulsorily referred to the Coraniesior to \e.Gs fir.al oiaders 
in ths cnees inquired into it, certain corsequer.tir.l 
changes in sections 21, 22 and 23 would also be necessary. 

20.37 Registration of undertakings 

Section 26 reouires registration of an ainderto-king 
to "'.■'bich Part A of Chapter III of the Act is appllc'ble. 

The ifording in sections 21, 23 a.nd 25, however, does not specif 
the person on w'no:-i the responsibility li'. s for getting the 
urdertaking registered. In contrast to that section 22(2) 
clearly specifies the.t a.nypersor: or aut'-orlty intending 
to establish a new undert.':'king shall apply to tbeCentral 
Government, thus clearly placing the responsibility on the 
owner of the undertoking , We feel that this inadvertent 
abmiguous dro-fting in sections 21, 23 and 26 should b-.' reef- 
fied and it should be clarified thSit it would be the responsi- 
bility of the owner of the unde rt?" king to g ive notice to the 
CentroA Government urder section 21 or for raaking an 
applics-tionto the Central. Government under secti n 23 or 
for getting registrotion under section 26. This will require 
amendment in the said sections. 

20.38 Section 28 of the ,MRT^ lists out the matters 

which among ather thlngq , 'hav-je; :tO' be; considered both by^ the' 
"Oentral Governmehfeiajad|la;r)f||#%^e be, the Commission, ' ’ 



ted tot'ie Coranittee by some nemori ■’lists 
.tiob of increase in production and develop. 


Though we feel that the matters already listed 


into account 


and cover 


for increase in production and development of economy. ¥e 
accordi •■■gly rcconmend that the following sub-clause (f) may be 


to maidmise production of goods particularly of 


oduced within the country or 


supply 


20.39 Oppoirtuaity to be given to parties 
Section 29 of the Act provides for an opportunity of bein 
he.ard to be giver, by the 'Central Government to all persons 
interested in the proposal before passing final orders. There 


ion of the requirement for the Commission 


however no mer 


luch an opportunity to parties interested in the matter 

ailed reguleHo.ns in pursue 
of which such hearing is' being given. As are suggesting ? 
that the Commission should be empowered to inquire and finally i 
dispose of matters rot in an advisory -capacity but, as the final 
adjudicative authority, we recommend that section 29 should 


to give 
though the Comrai 


be ai-aended by addini the words .'»or as the case may be 

Commission” after the words ''Central Government” .and 

'’G overnment” in t he s aid septfec^^*., ^ i r - . 

HeparF^ ofthe MgH'-Powered'.: .nh Cnm.nan. 






NOTE OP DISSENT BY SHRI K oK . ROY 

CH^TER XX Concentration o£ Economic Powerl 

In its schematic order, the MRTP Act envisages 
regulation of diversification by large size undertakings 
(having assets of rupees t'wenty crores or more either 
singly or together with inter-contiscted undertakings' 
and furthery expansion of dominant undertakings (having a 
market share of one-third or more either singly or together 
with interconnected undertakings) in the same lines in 
which they are dominant. As the law stands at present, 
the Act does not prohibit expansion in the existing activi- 
ties by a large size undertakings which can not only 
corner more and more of the economic resources of the 
community by augmentation of productive facilities 
but also increase its market share without any limit to 
long as the augmentation of the facilities is made in the 
existing line of activity thus, giving rise to a higher 
share of market power to the undertakings. This is not 
only undesirable but is an obvious anomaly which had 
crept' in the Act C3LO CXO the undertaking is required 

to obtain a licence for expansion of its existing acti- 
vities under the Industries (Development and Regulation) 
let, 1951 (section 13), the provisions of the MRTP Act 
would not apply unless, of course, it is shown that the 
large size undertaking is also a dominant undertaking 
at the time of applying for a licence for exp~'^sion undor 
tha Itidustucltis (Development and Regulation) ?i.ct, l95l«- 
The prei^nt provisions of the Act would thus appear to 
operate as follows;— , 
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(ij M hov/avar small, may not 'be 

alloviad to nxpand if its owi production together 
with production of its inter-connacted undertaJeings 
const itut-.„s on^-third or more of the country's 
total production . i-toila this restriction is 
clearly understandable, the present section 21 
(4) which permits a large size undertaSiing, 
which is not ac the moment dominant, to grow 
beyond any proportions and dwarf with impunity 
all other undertakings in the country laroducing 
the same goods is opposed to this understanding 
and is inconsistent V7ith the principle of 
preventing concentration of economic power, 
especially by those in a position to do so.- 

(2) A doninant undertaking can make an outright 
purchase of the entire factory of another 
company or firm producing the same goods as the 
dominant undertaking, e^peand its own market 
share and yet go out of the purview of the Act 
by vitrue of proifisions of section 23(4) (a) 
which states that the restriction relating to 
acquisition of an undertaking would apply only 
if such acquisition results in the creation of 
an undertaking would apply only if such 
acquisition results in the creation of an 
undertaking to which, the Act applies. Since 
the purchase of the factory of another company . 
or firm by a doninant undertaking does not result 
in the Creation of an undertaking to -vliich Part A 
of Cliapter ill applies, the doninant undertalcing 
concerned would be in a position to increase 
its own market power without coming within the 



mischief of any of the provisions of the y 
Act. Even so, the present provisions of sactioa 
■ 21, sub”SQction ( l) , which uses the words 

to substantially eogsand ... in any 
other manner' could probably be stretched 
to bring the act of acquisition just illustrated 
within the ambit of section 21 - although the 
mat;:.er is not free from doubt because of the 
fact that sub-sectipn ( l) of section 21 starts 
with the words subject to the provisions of 
section 23' , In future the question of applying 
the provisions of section 21 to the case of 
acquisition of a factory by outright purchase 
would be clearly out of question . Nor would 
section 22 apply in view of the fact that the \ 
applicability of that section is limited to 
large size undertakings proposing to diversify 
in a different field.- 

In the light of my understanding of the present 
provisions as well as the recommendations made in the 
Report, I strongly feel that once the existence of econcraic 
power can be identified as operating to put greater market 
power and control over economic resources in the hands of 
any undertakings, suitable provisions should be made in the 
Act tO; regulate the resulting concentration. By its vary 
size, large companies are able to exert con siderable , raarkt 
power even though its production in particular item of goods 
may not have substantial market share at a particular 
moment . But then the loophole in the Act which enables 
such large companies to grow , bigger both in size and in 
market operation at one sweep ,must be plugged, i; have not 



l3e:n able to understand the rr-asoning given in the Report 
for retaining the existing provisions of sub~section (4) 
of section 21 that the whole question of retention or 
deletion of sub-section (4) of section 21 is a matter of 
reconciling administrative difficulties resulting from 
different classification of goods being followed by two 
Ministries of the Government. In my view, gr-:-at economic 
significance attaches to this question . 

It has been recently stat-.d in Parliament by the 
Minister of Industries that the top 20 large industrial 
houses have increased their assets by more than 50% 
Although it has bean eij^lained by some people that the 
present inflation is a cause of such e3<pansion of assets, 
by more than 50% Although it has bean e^q^lainad by some 
people that the present Inflation is a cause of such 
expansion of assets, it is not the whole truth. One of 
the ways by which large industrial houses have increased 
their economic power is through the operation of section 
21(4). 

I therefore, recommend that both section 21(4) and 
clause (a) of sub-section (4) of section 23 should be 
deleted fromv the Act. I would further recoraiaend that the 
expression ‘subject to the provisions of section 23* 
occurring in the beginning of section 21(1) be also 
deleted. 
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Conclusion: 

I am confining myself in conclusion to a point of 
importance arising out of one of the racomi'iiendations of 
the Report in Chapter XIV dealing with Government companies. 
It has novj been recommended that provision should be made 
to the effect that the in vast ig at ion procedure nesd not 
be made inapplicable to Government companies as the notifi- 
cation issued by the Central Government seeks to provide 
in this behalf. I cannot bring myself to accept this 
amendment. It will be not only unwarranted but also 
uncalled for because the provisions of investigation 
undsr sections 235 to 237 c£ the Companies Act are applicable 
only in special circumstances such as defrauding of credi- 
tors, carr^/ing on the business of the company by its mana- 
gement in a manner oppressive, of any of its m3mb.:.rs or 
where the management have been guilty of misfaasanco or 
other misconduct towards the company. Government has 
sufficient machinery of its ovjn to look into these a.'^ects 
as far as Government companies are concerned and it is not 
at all necessary to make the provisicn s relating to 
in'vsstigation being made applicable to these conpanies. 

Sd/- 

( K.K. Ray ) 

New Delhi, 

Dated August 22, 1978. 


Source: Report of the High-Powered Expert Corwnit tee on 

ccffnpanies & Mrtp Acts, August, 1978 ,■ pp .3 14-314.' 




GOMCENTR.-gION IN 2:N:DUSa?RIAL SECTOR r 

aghilies* heel of latid reforms.* 

Kamal Nayan Kabra., 

There are many indicators to shoi/ that the state- 
sponsored process of socio-economic development^ started in 
India in the early 1950* s, has been aground since the middle 
Of: the 'last decade. 

In the many hypotheses \;hich have been forwarded to 
explain this phenomenon^ the crucial role has been attributed 
to v/orsening concentration of land ownership through the 
failure of agrarian reforms and rural institutional change, 
v;hich has limited the grovrth of marl-cats for industrial and 
agricultural commodities, restricted supply of agricultural 
raw materials, and has restricted an overall improvement of 
agricultural productivity and reduction of inequalities in 
economic and social spheres. VJhile the crucial role in this 
context is of the failures of land reform progx'ammes, the 
emphasis has generally been placed on politico-administrative 
measures, v/hose implementation is, impeded by the absence of 
a real and effective "political \>rill" and bade of organisa- 
tion on the part of the poor peasants, or the potential 
beneficiaries , 

However, the land ownership pattern is such -.^at the 
problem when posed in this form, presents the following 
dilemma; land redistribution is needed in order to -reduce 
the concentration of land ownership. Hov/ever, the power 
entailed by concentrated, lend ovnership jeopardises effective 
implementation of land distribution programmes. Thus, any 
land reforms, uhich leave the present power equations at the 
grass roots level and at, the top basically unchanged, cannot 
ensure effective de concentration of land ownership, 

*Synopsis of i-'a-uthor's ...br'klng Paper No, 2 ( Land Reforms and 
I ndustrialisation; Some Institutional Linlcages and their 
Implications ) of the Public Policy and Planning Division 
of the Indian Institute of Public Administration, Hew Delhi, 


The contention of this note is that a policy package 
which can (a) critically alter the modus operand! of the 
socio-economic processes and thus reduce the pov/er exercised 
by concentrated land o'jnership and (b) develop the non- 
agricultural sector and/ liencC/ reduce the dependence of the 
rural poor on the landed interests/ can provide the essential 
preconditions for successful implementation of land reforms/ 
without involving a thorough prior restructuring of the 
social and political set-up, 

I 

The ejctent of importance and power attached to land 
can be appreciated by the fact that the proportion of the 
workforce engaged in agriculture and allied activities/ since 
1921/ has remained practically unchanged at about 7 3%. This 
would imply an absolute increase in the number of persons 
engaged in agriculture of about 80 million. As a result/ 
pressure on land has steadily been increasing/ resulting in 
a lovjer per capita availability of land. This decline in 
per capita availability becomes even more significant when it 
is seen in the light of an ■'..bsolute increase in the area under 
cultivation. 

For this large and growing proportion of agricultural 
labourers/ the landlord is the major source of work and 
income. There exists a strong patron-client relationship 
between the landoxvners and the rural poor; the latter being 
used to generate a surplus product by the former. 

Simultaneously/ there is. observed an increasing 
skewednoss in the distribution of land ovmership/ implying 
a big increase in the proportion of landless agricultural 
labourers betv/een 1951-1971, Moreover/ this was also a 
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period of massive irm/ostments in agriculture - in the form of 
irrigation;, community devolopment, credit provision; nev' 
technology, pri ce- s uppert pblicies, and a big increase in the 
urban-industrial demand for agricultural products owing to 
unprecedented levels of investment in industrial development. 
All this increased the profitability of agriculture and coupled 
with a highly concentrated land-ownership led to the emergence 
and consolidation of a class of rich and big farmers. 

Thus, as a result of these policies of agricultural 
development, the rural sector has become more polarised and 
sharply differentiated vrith the small and marginal farmers 
(ov/ning upto two hectares of land) forming the. lowest end of 
the spectrum, ivhile those ov/ing 4 h. 2 ctares or m,ore constitut- 
ing the top of the pyramid. 

This class structure, v/hid'i becomes a dominant 
characteristic of the entire network of social relations in 
the rural agricultural sector, has a significant impact on 
the x-^ay the 'market* penetrates the rural economy. The rural 
poor necessarily have lox^er bargaining strength when compared 
to the bigger landlords, on account of their lov;er econcmic 
and asset-holding positions leading to unfavourable terms 
governing transactions in these markets. Reinforcing this is 
a social structure wherein the lower strata depend on the 
rural rich for work op.port unities and for credit during 
drought; and the non-availability of past savings for the 
small landov/ners, which forces them to market their output 
immediately after harvest and gives them unfavourable prices* 

II 

Given such pov/er in the. hands of the landov;ners and 
the resulting dependence^, of ..the .rural poor on those who wield 
the leavers of power in employment, finance and marketing, the 
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legal~ac3ministrative proGGsses for effecting redistribution 
of land arc of little use. ITor is it 'possible for the rural 
poor to mobilise themsel 'gs successfully and effectively^ and 
thus intervene in the legal processes, 

Hov/ever/ since every group can mobilize itself, the 
essential task in mobilization for agrarian restructuring is 
'to identify the ways and means for meeting the challenge of 
counter-mobilization by the landed interests. 

The essential preconditions for changing the pattern 
of resource (land) ov/nership through mobilization then 
requires a situation of economic development which (a) provides 
the poorer sections v/ith alternative sources of employment and 
more stable incomes and (b) increases the profitability and 
stability of farm operations, and hence the farm surplus, 
and thus induces and enables the landholders to go in for 
non- farm investments. The former vd 11 imply a structural 
shift in the occupational pattern away from agriculture and 
allied activities and thus reduce the dependence of the rural 
poor on the bigger landlords,. The latter, if accompanied by 
expansion of non-farm employment, will give the landlord 
fewer opportunities to eirpand their capital through 
agricultural operations and thus weaken the vortical social 
and economic links characteristic of the Indian rural sector. 

This process of social development brings into the 
open many conflicts of interest between the bigger landov/ners 
and the rural poor, and more important, between the big 
capitalists of the urban sector and the poor of the rural 
sector, as the process of capitalist production starts operat- 
ing in the fanii sector. The horizontal links among the masses 
can, then, be strengthened, giving birth to cognitive, 
institutional and political preconditions for effective 
mobilization and counter-mobilization. 
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Thus, any advancGrr-.-nt in the direction of impleincnta- 
tion of land reforms must rest on socio-economic development, 
v/hich by strengthening intersectoral linlcages/ reduces the 
direct and immediate dependence of the rtiral poor on the 
rural rich and thus gives the former the will and capacity to 
collectively move for the realisation of their long-term goals, 

III 

Counter-mobilization by the bigger landholding classes 
against any land redistribution programme is likely to be 
both sizeable and effect i\’-G, And if it 'were to succeed, it 
v/ould imply either non-oxistence of any other power- grouping 
in the society or an alliance betv/een the landed interests 
and other pov/cr centres - mainly v^ith the industrial 
capitalist class. Thus in the X->tocess of ' implementing land 
redistribution programmes, we must asfjume on the part of the 
class of industrialists cither indifference or- an alliance 
%%rith the landed or the landless class. 

At a theoretical and progranraatic level, the dominant 
industrial Glass may accept land reforms as a national 
programme for the following reasons : (a) it will expand the 

rural marlcct for industrial coirimodities by leading to 
greater equality of income and employment distribution (b) it 
v;ill increase supply of ruv; materials and labor to the urban 
sector (c) by stimulating agricultural develoi:xnent, it will 
raise the rate of capital accumulation (d) agrarian reform 
may make a substantial contribution to the problem of 
productive absorption of our vast and growing surplus manpower, 
thus relieving the burden on the industrial sector. 

However, the poor implementation of land reforms gives 
rise to doubt regarding the existance and strength of the 
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commitment to land roforras on the part of the industrialist 
classes , 

The count or- pressures at v;ork are many, 

(1) To obtain any 3cind of active support from the 
industrialists/ the programrae of land reforms should have a 
clear-cut thrust regarding the kind of properly and production 
relations it is going to encourage. However/ the land reform 
policies may tend to shov; divergent thrusts and orientation. 
These programmes may, o.g,, be anti- feudal and may encourage 
capitalist relations in agriculture - e,g, by distributing 
the land of feudal absentee landlords over large self- 
cultivated scientifical.ly managed farms grov;ing commercial 
crops. 

(2) Alternatively, the anti-feudal programme may, at the 
same time, leave a pro-small, peasant farming, and hence an 
anti- capitalist, anti- centralising thrust, 

(3) The linkage between agrarian restructuring and 
industrial development set up at an 'a priori' level is 
based on a number of implicit assumptions, v;hich do not 
always obtain in countries lilcc India., The impact of 
increased employment and output arising from the introduc- 
tion of a small farm economy and land reforms may be felt 
more in the form of -increased consuniption of food (duo to 
high income - elasticity -for food etc,) rather -than in the 
form of larger flows of marketed surplus to the non- 
agricult ural sector. This is particularly so, given the 
below subsistence wage rate in the agricultural sector. 

It may be argued, on the contrary, that increased 
production will lead, not only to, a rise in the consumption 


level of the rtiral poor, but also to a cornmorns urate improve- 
raont in food production, Hovrover, the time lag in the move- 
ment of v/agos a-nd food output may cause a set-baclc to the 
rates of return on industrial investruent, 

(4) The existence of a large array of semi- employed 
agricultural labo’-urors and small and marginal farmers vrith 
their family, and caste-based social orgcinisation becomes a 
source of cheap labor for the industrial capitalist class, 
which a jprograimne lilco that of land irodistribution is likely 
to disturb, 

.Thus an effective .and operational commonality of 
interests linking the rural poor’s v/elibcing \^?ith the 
behaviour pattern of the industrial capit-alist is not so 
easily perceptible - particularly for the illiterate and 
inarticulate rural poor. 

Thus, we find a vacillating attitude of the industrial 
Capitalists tov/ards rural restructuring and, on the other 
hand, absence of any alliance bet v/ecn the rural and urban 
poor in the framev/ork of social production relations. This 
viev;ed ,in the context of effective counter-mobilization by 
the landed interests against implementation of programmes of 
land redistribution, frustrato.s any attempt at rural 
restructuring, • ■ 

IV 

The only possible a It ernc:tivo to agrarian restructur- 
ing itself must bo one that /would lead to the grovTth of 
employment in such proportions . so as to reduce the dominance 
of buyers in the rural labour-market. Such an expansion of 
non- agri cult ucal .cmploymcrlt feguiros a steady expansion of non 
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landlord based emplo^^Tr: -nt of un-and-undor-eraployed labor as a 
necessary condition. The magnitude of the employment must be 
such that not only the entire natural increase in norw 
agricultural v7orkforce is absorbed in that sector itself, but 
it also drav7s off an increasing magnitude of the iTOrkforce 
presently engaged in agriculture. 

This docs not mean that there is no scope left for 
increased productive absorption of labor in agriculture. But 
since capitalist farming tends to have a labor-saving bias, 
an increase in the demand for labor in agriculture pre- 
supposes the increased importance of v/ator and biology based 
agricultural technology applied to a small fam economy. 

The latter is basically dependant on a remoulding of existing 
land relations xdiich have been seen to be caught in a vicious 
circle of socio-economic forces. Thus, the major step has 
to bo in the form of increased non- agricultural employment. 

This argument also does not intend to deny the role 
of riural 'w-orks and employment programmes. Only, given the 
present power balance, it is unlikely that a really significant 
aiTiount of resources can be allocated for such projects, and 
there is always the fear of leakages of the resources so 
allocated, av/ay from the intended beneficiaries, to line the 
pockets of the rural rich. Thus, despite their undoubted 
utility, they cannot becoma a substitute for non- agricultural 
employments particularly over the long run. 

Thus, the link between the growth, expansion and 
structure of the non-agrarian sector and the development of 
the agrarian sector is basic to a process of agrarian 
restructuring. However, since the empirical facts of non- 
implementation of land redistribution laws arc sought to be 
rectified through political organizational factors, the role 
of an overall pattern of development in general, and of 


industrial, is at ion in particular, has often boon underplayed 
or taken as given at its present rate and pattern of 
clevclopaient , 

Historically, there is no denying the fact that in 
countries like India, industrialisation and c;ctGnsion of 
commerce have not significantly contributed to the absorption 
of surplus rural raanpovror in the non- agricultural sector. 

But, this is essentially an outcome of a specific historical 
set of conditions inc3.ud:inQ that of the institutional matrix 
which is characteristic of the country. 

The successful oicperionce of Japan in affecting 
significant land roforras is often cited to hold many lessons 
for India, part icul ax' ly in the form of involvernent of the 
potentially beneficiary peasants and the X'olc of strong 
political support for the prograiTae of agrarian restructuring. 
This narrow view ovorloolcs the fact that this has been 
possible only due to the r':.pid development of industry and 
non- a gri cult ur al sectors, v/hich were changing the man-land 
ratio conducive to greater independence on the part of the 
Japanese peasaxits. In fact, the percentage of the Japanese 
workforce dependent on agriculture and allied activities fell 
from 43.2% in 1940 to 19,7% in 1970. 

V 

In India, the pro.-ortion of the v?orkforcc engaged in 
non- agricultural activities has remained unch-mged at 7 3% 
since 1921, This moans that the non- agricultural employment 
has failed to draw workers civ/ay from land. Further, the 
gro^^rth of non-agricult ur-al sector employment has been so 
slow that it falls short of even the natural increase in non- 
agricultural iJopulation, . .iid .the share of manufacturing 
employment in the total non-farm employment 'has also been 


decli ni ng. 
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Between 1961-71^ talcing account of the increase in 
v/orkforce and the incrGa'--c in non-agricuitural public and 
private sector employraent, an estimated 46,59 lakhs seems 
to be the magnitude of the throw-back from non- agriculture 
to agriculture and other unorganised informal activities. 
Similarly, the throwbaclc from non-agriculture during 1962-7 6 
is estimated at 78,75 lalclis. 

The insufficient rate of growth of non-agricultural 
work opportunities, resulting in the unabated dependence of 
the rural poor and undirninishod power of landholding may well 
conspire to generate a political v/ill which decides to decree 
that v/hatever returns of surplus land have become available 
so for define all the surplus land available for redistribu- 
tion, Hence land redistribution programme may officially be 
termed as a closed chapter, having been proved unproductive, 
if not counter-productive, 

VI 

The pattern of ownership and control of assets in the 
non-agricultural sector, though rarely highlighted, has an 
important significance in terms of employment generation. 

Though the State sector plays an important part in India’s 
non-agricultural sector, its activities arc limited in scope 
and coverage, and thus we need to concern ourselves mainly 
with the private non-agricultural sector, and with the corporate 
sector in particular v/hich can be considered fully representa- 
tive of the organised non-agricultural sector. 

The corporate sector is , dominated by large industrial 
houses end estimates on the growth of .thoir assets shows a 
highly skewed distribution of net. assets in this sector. 

While the top 20% compani -s hold about 2/3rds of the total 
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assets, the lov/Gr 80% of the companiGs account for about l/3rd 
of the total assets only, 

A high degree of concentration of assets in the non- 
agricultural sector in genwral and the industrial sector in 
particular is related v;ith some other aspects of the socio- 
economic relations characteristic of the non-agricultural 
sector. Tiie narrov/ conrnanding heights of the cor]porato 
secior have a sharply defined regional, conraunal and cast 
complexion. The marhet relations ar>...' mainly characterized by 
an oligopolistic - monopolistic form of dominance. And the 
role of Industrial capital in India is mainly the legacy of a 
colonial Gconomic policy and a post- colonial foreign capital 
and technological import policy, accompanied by protected 
domestic markets for State- sponsored grovrth of import-sub- 
stituting industries. This also defines the mutual acconoda— 
tion vmich has developed betv.'ocn Indian emd foreign capital. 

Further, the savings rate displayed by the non- 
agri cultural sector could not have led to appreciable 
additional wmploymont, I-Iox/evcr, the corporate sector has 
been investing and using a multiple- of its savings. This 
they have been doing mainly x-.dth the help of borrov/ings from 
central and State governments,, public financial institutions, 
and the h.ousehold sector. As a result, corporate investments 
vary from 10-13% of gross domestic capital formation, while 
its share in domestic savings varies botv;oen 5% to 1% and loss* 

The product-mix of the Indian industries has shovm a 
bias in recent years tovjsirds dur.able consumers goods and basic 
and capital goods industries,, indicating a higher capital 
labor ratio. In fact, fixed’’ capital per em]Dloyco in the factory 
ocict-.or is such that an investment of 1 lakh rupees ’i/ould- hardly 
suffice for employment of four person, while in the small 
sector the same investment can. easily employ over 200 persons, ’ 
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Thus, the hi eh ccpital intensity, ssying and investment 
behaviour, laroduct-mix, and technical, financial collaboration 
bias in the organised factory sector puts liraitations on the 
extent to ’//hich additioncol v/orkforce can bo accommodated in 
this sector. Hence introduction of employment expansion as a 
basic and integral part of the objectives of these processes 
requires the replacement of the typical motivational pattern 
of a private enterprise market economy by some socially 
responsive organisational ov/ncrship form, 

VII 

j.;,. 

Thus, on account of only cursorily taking note of the 
relationship betv;een agrarian restructuring and the pace and 
pattern of development in the non- agricultural sector, 
particularly ;-;ith respect to the socio-econcmic relations 
obtaining in both these sectors and their institutional 
linkages, the mechanism and preconditions for effective social 
mobilization for ensuring agrarian restructuring in the country 
wore not recognized. This led to an ovor-omphasis on the 
role of legal-administrative measures to such an extent that 
it v/as expected that despite the continued operation of the 
present power relationships at the grassroot level, there will 
be t^-nough will and capacity at the apex level to organise a 
movement of the rural poor for affecting redistribution of 
economic assets in favour of the presently dispossed classes. 

In much of literature and official docurnents, it is not 
perceived that the continupd dominance at the lov/er level by 
the rich can hardly create conditions in v/hich the "top" can 
successfully intervene against the interests of the pov/er- 
basc, except v/hon one is visualizing a prior political 
revolution. 
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Miat is nccdod, thon, is a nis.3sivs c:cpansion of v/ork 
and income opportunities, in the more, centralisocl and dynamic 
non- agricultural sector, to enable the rural poor to acquire 
a minimum degree of inde .ondcnce in their social existonco. 

The introduction of measures to break monopolistic concentra- 
tion in the non-agri cultural sectors then becomes the first 
task for initiating the chain reaction for Indian social 
and economic development, and the possibility of the landed 
intoresus joining in th^ counter-mobilisation by the industrial 
capital is unlikely as the former is already peeved at the 
excessive favours shown to the latter, in the form of State 
support and direct transfer of funds and savings to largo 
industrial groups. Such state support to the industrial 
capitalist class originaios mainly from the effective use of 
Gconcmic pov/er by the big business and its associates to 
carry political processes, ^'lanning, policy and implementa- 
tion in their favour. 

Thus a prograrm-ne of doconcontration of private 
industrial and corporate assets and the transfer of control 
over productive assets from the large industrial houses to 
the State to be used for planned social goods remains the 
only alternative to removing the institutional and 
technological constraints, for a phenomenal increase in 
employment to ensue, 

' t Vv- -k k VC k k k 



COlMCiiNTR.J?ION IN INDUSTRIAL SECTOR : 


iiGHI3IL£;S‘ HELL OF LAND REFORM S.* 

Kamal Mayan Kabra, 

There are many indicators to shot; that the state- 
sponsored process of socio-economic development, started in 
India in the early 1950-' s, has been aground since the middle 
Qf;:the last- decade. 

In the many hypotheses which have been forwarded to 
explain this phenomenon, the crucial role has been attributed 
to V70rsening concentration of land oidiership through the 
failure of agrarian reforms and rural institutional change, 
Vvhich has limited the grov/th of markets for industrial and 
agricultural commodities, restricted supply of agricultural 
raw materials, and has restricted an overall improvement of 
agricultural productivity and reduction of inequalities in 
economic and social spheres. While the crucial role in this 
context. is of the failures of land reform programmes, the 
emphasis has generally been placed on politico-administrative 
measures, v/hose implementation is, impeded by the absence of 
a real and effective ’’political xvill” and bade of organisa- 
tion on the part of the poor peasants, or the potential 
beneficiaries, 

Hov/ever, the land oi/nership pattern is such _*.at the 
problem when posed in this form, presents the following 
dilemma; land redistribution is needed in order to reduce 
the concentration of land ov/nership, Hov/ever, the power 
entailed by concentrated le'Xid o’'-.’nership jeopardises effective 
implementation of land, distribution programmes.- Thus, any 
land reforms/ v.hich leave the present power equations at the 
ashiboots t l(^ei- ;and^Kat^::thd:-;'top;jbasi:;Gally?-o^^^^ 
^hhhure;-::hf:fedti:vef:dec6nGeht'ratiQn'»of;'"l'an,d Qwndrshlpplth:;:.^^^ 

*Synopsis of Author’s' pricing Paper No. 2 ( Land Reforms and 
Industrialisation; Some Institutional Linkages and their 
Implications ) of the ; Pub lie; Policy and Planning Division 
of the Indian Institute o.f; Public Administration, New Delhi, 


The contontion of this note is that a policy package 
which can (a) critically alter the raodus operand! of the 
socio-economic processes and thus reduce rhe povN?er exercised 
by concentrated land ownership and (b) develop the non- 
agricultural sector and/ hancC/ reduce the dependence of the 
rural poor on the landed interests^ can provide the essential 
preconditions for successful implementation of land reforms, 
without involving a thorough prior restructuring of the 
social and political set-up, 

I 

The ejctent of importance and pox«;er attached to land 
can be appreciated by the fact that the proportion of the 
workforce engaged in agriculture and allied activities, since 
1921/ has remained practically unchanged at about 7 3%, This 
would imply an absolute increase in the number of persons 
engaged in agriculture of about 80 million. As a result, 
pressure on land has steadily been increasing, resulting in 
a lower per capita availability of land. This decline in 
per capita availability becomes even more significant when it 
is seen in the light of an absolute increase in the area under 
cultivation . 

For this large and grov/ing proportion of agricultural 
labourers, the landlord is the major source of work and 
income. There exists a strong patron- client relationship 
between the landowners and the rural poor; the latter being 
used to generate a surplus product by the former. 

Simultaneously, there is observed an increasing 
skewedness in the distribution of land o'wnership, implying 
a big increase in the proportion of landless agricultural 
labourers botv/een 1951-1971, Moreover, this was also a 
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period of massive investments in agriculture ~ in the form of 
irrigation^ community devolopmont, credit provision^ nev/ 
technology, price-support' policies, and a big increase in the 
urban-inaustrial demand for agri cult ’oral products ov^ring to 
unpre cedent ed levels of investment in industrial development. 
Ail this increased the profitability of agriculture and coupled 
v/ith a highly concentrated land-ownership led to the emergence 
and Consolidation of a class of rich and big farmers. 

Thus, as a result of these policies of agricultural 
development, the rural sector lias become more polarised and 
sharply differentiated v;ith the small and marginal farmers 
(owning upto tv/o hectares of land) formincr the lowest end of 
the spectrum, x^hile those o'wing 4 hectares or more constitut- 
ing the top of the pyramid. 

This class structure, V7hich becomes a dominant 
charact -eristic of the entire netv/ork of social relations in 
the rural agricultural sector, has a significant impact on 
the ■ V 7 ay the ’market’ penetrates the rural economy. The rural 
poor necessarily have lower bargaining strength when compared 
to the bigger landlords, on account of their lower economic 
and asset-holding positions leading to unfavourable terms 
governing transactions in these markets. Reinforcing this is 
a social structure wherein the lower strata deipend on the 
rural rich for work opportunities and for credit during 
drought; and the non-availability of past savings for the 
small landoxvners, which forces them to raarket their output 
immediately after harvest and. gives them unfavourable prices. 

II 

Given such power, in the hands of the landovmers and 

jthe;;5teauit:ing;:'depe^hdehc:ejvcf5tiib.yrt^^ 

the levers of power in employment, . finance and marketing, the 


legal-administrative processes for effecting redistribution 
of land are of little use. ilor is it possible for the rural 
poor to mobilise themsel ’Cs successfully and effectively, and 
thus intervene in the legal processes, 

Kov;ever, since every group can mobilize itself, the 
essential task in mobilization for agrarian restructuring is 
to identify the ways and means for meeting the challenge of 
counter-mobilization by the landed interests. 

The essential preconditions for changing the pattern 
of resource (land) ovmcrship through mobilization then 
requires a situation of economic developnent which (a) provides 
the poorer sections with alternative sources of employment and 
more stable incomes and (b) increases the profitability and 
stability of farm operations, and hence the farm surplus, 
and thus induces and enables the landholders to go in for 
non- farm investments. The former vdll imply a structural 
shift in the occupational pattern away from agriculture and 
allied activities and thus reduce the dependence of the rural 
poor on the bigger landlords^. The latter, if accompanied by 
expansion of non- farm employment, will give the landlord 
fewer opportunities to expand their capital through 
agricultural operations and thus weaken the vortical social 
and economic links characteristic of the Indian rural sector. 

This process of social development brings into the 
open many conflicts of interest between the bigger landox-mers 
and the rioral poor, and more important, between the big 
capitalists of the urban sector and the poor of the rural 
sector, as the process of capitalist production starts operat- 
ing in the farm sector. The horizontal links among the masses 
can, then, be strengthened, giving birth to cognitive, 
institutional and political preconditions for effective 
mobilization and counter-mobilization. 



Thus, any advanGGn' aat in the direction of implomenta- : 
tion of land reforms must rest on socio-economic development, 
v/hich by strengishening intersectoral linlcages, reduces the 
direct and immediate dependence of the rural poor on the 
rxaral rich and thus gives the former the v/ill and capacity to 
collectively move for the realisation of their long-term goals 


III 


Counter-mobilization by the; bigger landholding classes 
against any land redistribution programme is likely to be 
both sizeable and effective. And if it ucr'^ to succeed, it 
would imply either non-oxistence of any other pov/cr- grouping 
in the society or an alliance between the landed interests 
and other pov/cr centres - mainly with the industrial 
capitalist class. Thus in the process of implementing land 
redistribution programmes, vve must assume on the part of the 
class of industrialists cither indifference or an alliance 
v;ith the landed or the landless class. 


At a theoretical and procrarra'natic level, the dominant 
industrial class may accept land reforms as a national 
programme for the f ol ^-ov/ing reasons : (a) it will expand the 

rxxral marlcet for industristl commodities by loading to 
greater equality of income end employment distribution (b) it 
V7ill increase supply of rav; materials and labor to the urban 
sector ,(c) by stimulating agricultural development, it will 
raise the rate of capital accumulation (d) agrarian reform 
may make a substantial contribution to 'the problem of 
productive absorption of our- vast and grov/ing surplus manpower 
thus relieving the burden on the industrial sector. 


Hov/ever, the poor implementation of land reforms gives 
rise to doubt regarding the . existance and strength of the 



conmitment to land ro'forras on the part of the industrialist 
classes , 

The count or- pressures at v;ork arc many, 

(1) ’ To obtain any kind of active support from the 

industrialists^ the prograrame of land reforms should have a 
clear-cut thrust regarding the kind of properly and production 
relations it is going to encourage. However, the land reform 
policies may tend to show divergent thrusts and orientation. 
These programmes may^ c.g,, be anti- feudal and may encourage 
capitalist relations in agriculture - e.g, by distributing 
the land of feudal absentee landlords over largo self- 
cultivated scientifically managed farms grov/ing commercial 
crops, 

(2) Alternatively, the anti-feudal programme may, at the 
same time, leave a pro-small, peasant farming, and hence an 
anti- capitalist, anti- centralising thrust, 

(3) The linkage between agrarian restructuring and 
industrial development sot up at an ‘a priori* level is 
based on a number of implicit assumptions, v/hich do not 
always obtain in countries like India, The impact of 
increased employment and output arising from the introduc- 
tion of a small farm economy and land reforms may be felt 
more in the form of increased consumption of food (due to 
high income - elasticity for food etc.) rather than in the 
form of larger flows of marketed surplus to the non- 
agricult ural sector. This is particularly so, given the 
below subsistence wage rate in the agricultural sector. 

It may be argued, on the contrary, that increased 
production will lead, not only to a rise in the consumption 


level of the rural poor, but also to a cornmerns urate improve- 
ment in foacJ production, HoT;/ovor, the time lag in the move- 
ment of v/agcs and food output may cause a set-back to the 
rates of return on industrial investment, 

(4) The existence of a largo array of semi-employed 
agricultural labourers and sraall and marginal farmers with 
their family, and caste-based social organisation becomes a 
source of cheap labor for the industrial capitalist class, 
which a progranaao like that of land redistribution is lilcely 
to disturb. 

Thus an effective and operational coramonality of 
interests linking the rural poor's v'Cllbcing ivith the 
behaviour pattern of the industrial capitcilist is not so 
easily perceptible - particularly for the illiterate and 
inarticulate rural poor. 

Thus, we find a vacillating attitud.e of the industrial 
Capitalists tov/ards rural restructuring and, on the other 
hand, absence of any alliance botv/eon the ruural and urban 
poor in the framevjork of social production relations- This 
viev/ed in the context of effective counter-mobilization by 
the landed interests against implementation of programmes of 
land redistribution, firustratos any attempt at rural 
restructuring, 

IV 

The only possible alterncrtivc to agrarian restructur- 
ing itself must be one that v/ouTd lead to the grov;th of 
employment in suda proportions so as to reduce the dominance 
of buyers in the rtiral labour market. Such an expansion of 
non-agricult ural .employment requires a steady expansion of non 
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landlord based ^Bmploymont of un- and- under- employed labor as a 
necessary condition. The magnitude of the employment must be 
such that not only the entire natural increase in non- 
agricultural workforce is absorbed in that sector itself/ but 
it also drav;s off an increasing magnitude of the workforce 
presently engaged in agriculture. 

This docs not mean that there is no scope left for 
increased productive absorption of labor in agriculture. But 
since capitalist farming tends to have a labor-saving bias, 
an increase in the demand for labor in agriculture pre- 
supposes the increased importance of v/ater and biology based 
agricultural technology applied to a small farm economy. 

The latter is basically dependant on a remoulding of existing 
land relations which have been seen to be caught in a. vicious 
circle of socio-economic forces. Thus, the major step has 
to be in the form of increased non- agricultural employment. 

This argument also docs not intend to deny the role 
of rural 'w^orlcs and aaployrnent programmes. Only, given the 
present power balance/ it is unlikely that a really significant 
amount of resources can bo allocated for such projects, and 
there is always the fear of leakages, of the resources so 
allocated/ av;ay from the intended beneficiaries, to line the 
pockets of the rural rich. Thus, despite their undoubted 
utility, they cannot becomo a substitute for non- agricultural 
employments particularly over the long run. 

Thus, the link between the growth, expansion and 
structure of the non- agrarian sector and the development of 
the agrarian sector is basic to a process of agrarian 
restructuring. However, since the empirical facts of non- 
implementation of land redistribution laws arc- sought to be 
rectified through political organiz.ational factors, the role 
of an overall pattern of development in general, and of 
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industrialisation in particular, has ofton been underplayed 
or tahen as given at its present rate and pattern of 
development. 

Historically, there is no denying the fact that in 
countries like India, industrialisation and extension of 
commerce have not significantly contributed to the absorption 
of surplus rural manpov;er in the non- agricultural sector. 

But, this is essentially an outoomo of a specific historical 
set of conditions including that of the institutional matrix 
which is characteristic of the country. 

The successful c^cperionce of Japan in affecting 
significant land reforms is often cited to hold many lessons 
for India, particularly in the form of involvernant of the 
potentially beneficiary peasants and the role of strong 
political support for the ;progra:;Tae of agrarian restructuring 
This narrow view overlooks the fact that this has been 
possible only due to the r ipid development of industry and 
non-agricult 'or al sectors, vdiich v/ere changing the man-land 
ratio conducive to greater independence on the part of the 
Japanese peasants. In fact, the percentage of the Japanese 
workforce dependent on agriculture and allied activities fell 
from 43,2% in 1940 to 19,7% in 1970, 

V 

In India, the proportion of the workforce engaged in 
non-agricult Ural activities has remained unchanged at 7 3% 
since 1921, This moans that the non- agricultural employment 
has failed to draw workers, away from land. Further, the 
groxirth of non- agricultural sector employment has been so 
slow that it falls short of oven the natural increase in non- 
agricultural £Jopalation, ; **n.d the share of manufacturing 
employm‘-nt in the total non- farm omploymont has also been 
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Between 1961-71, talcing account of the increase in 
workforce and the incrcnec in non-agricultural public and 
private sector err.ploYi'ncnt, an estimated 4-6.59 lakhs seems 
to bo the magnitude of the throw-back from non- agriculture 
to agriculture and other unorganised informal activities. 
Similarly, the throx^bae’e from non-agricult urc during 1962-7 6 
is estimated at 78,75 lalclis. 

The insufficient rate of gro'wth of non-agricultural 
work opportunities, resulting in the unabated dependence of 
the rural poor and undirninished power of landholding may v;ell 
conspire to generate a political will v/hich decides to decree 
that v/hatever returns of surplus land have become available 
so for define all the surplus land available for rodistribur- 
tion. Hence land redistribution programme may officially be 
termed as a closed chapter, having been proved unproductive, 
if not counter-productive, 

VI 

The pattern of ownership and control of assets in the 
non-agricultural sector, though rarely highlighted, has an 
important significance in terms of employment generation, 

Thoi gh the State sector plays an important part in India's 
non-agricultural sector, its activities arc limited in scope 
and coverage, and thus wo need to concern ourselves mainly 
with the private non-agricultuxal sector, and with the corporate 
sector in particular which can be considered fully representa- 
tive of the organised non-agricultural sector. 

The corporate sector is dominated by large industrial 
houses and estimates on the growth of thoir assets shov/s a 
highly skev/od distribution of net assets in this sector, 

^'Jliile the top 20% compani -s hold about 2/3rds of the total 
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assets, the lower 80% of the companies account for about l/3rd 
of the tofal assets only, 

A high degree of concentration of assets in the non- 
agricultural sector in genv.ral and the industrial sector in 
particular is related v.-ith some other aspects of the socio- 
economic relations characteristic of thp non- agricultural 
sector. The narrov/ coiamancing heights of the corporate 
secsor ’nave a sh.n.r_.;ly defined regional, coauaunal a.nd cast 
complexion, ' The marhet relations ar..: mainly characterized by 
an oligopolistic - monopolistic form of dominance. And the 
role of Industrial capital in India is mainly the legacy of a 
colonial economic policy and a post-colonial foreign capital 
and technological inijport xsolicy/ accompanied by protected 
domestic markets for Statc-sioonsored grourth of import-sub- 
stituting industries. This also defines the, mutual accomoda"* 
tion which has developed between Indian and foreign capital. 

Further, the savings rate displayed by the non- 
agricult ural sector could not have lec to appreciable 
additional '-mployment. Ho’ncvcr, the corporate sector has 
been investing and using a raultipl-^ of its savings. This 
they have boon doing mainly v.dth the help of borrOvvings from 
central and State governments, pi±)lic financia.1 institutions, 
and the household sector. As a result, corporate investments 
vary from 10-13% of gross domestic capital formation, v/hilc 
its share in domestic savings varies between 5% to 1 % and loss. 

The product-mix of the Indian industries has shov/n a 
bias in recent years to'vards duro.blo consumers goods and basic 
and Capital goods industries, indicating a higher caxoital 
lOiDor ratio. In fact, fixed capital per emxDloyeo in the factory 
Doct-.or is such that an investment of 1 lakh rupees \/ould hardly 
suffice for cmploymcTit of four person, while in the small 
sector the saiae investment can easily employ over 200 persons. 


12 


Thus, the hicfh capital intensity. Seeing and investment 
bohiviour, product-mi:c, ana tc'chnical, financial collaboration 
bias in the organised factory sector puts limitations on the 
extent to eiiich additional v/orkforce ean bo accommodated in 
this sector. Hence introduction of employment expansion as a 
basic and integral part of the objectives of these processes 
requires the r<-'placomont of the typical motivational pattern 
of a private enterprise market economy by some socially 
responsive organisational ovmcrship form, 

VII 

Thus, on account of only cursorily taking note of the 
relationship botv/een agrarian restructuring and the pace and 
pattern of development in the non- agricultural sector, 
particularly v-;ith respect to the socio-oconcsTiic relations 
obtaining in both those sectors and their institutional 
linkages, the mechanism and preconditions for effective social 
mobilization for ensuring agrarian restructuring in the country 
were not recognized. This led to an ovor-omphasis on the 
role of legal-administrative measures to such an extent that 
it 'V7as expected that despite the continued operation of the 
present power relationships at the grassroot level, there will 
bo u-nough will and capacity at the apex level to organise a 
movement of the rural poor for affecting redistribution of 
economic assets in favour of the presently dispossed classes. 

In much of literature and official documents, it is not 
perceived that the continued dominance at the lower level by 
the rich can hardly create conditions in V7hich the "top" can 
successfully intervene against the interests of the power- 
base, except v;hen one is visuc.lizing a. prior political 
revolution. 



What is nocclad, then, is a massiv.j expansion of ‘/"ork 
and income opportunities/ in the more centralised and dyncraic 
non- agricultural sector/ to enable the rural poor to acquire 
a minirauim degree of indo;.ondencG in their social existence. 

The introduction of measures to break monopolistic concentra- 
tion in the non-agricultural sectors then becomes the first:^^^^;^^^^^^ -^ 
task for initiating the chain reaction for Indian social 
and econoraic development/ and the possibility of the landed 
interests joining in the counter-mobilisation by the industrial 
capital is unlikoly as the former is already peeved at the 
excessive favours shown to the latter, in the form of State 
support and direct transfer of funds and savings to largo 
industrial groups. Such state support to the industrial 
capitalist class origin.a'.-.cs mainly from the offectivo use of 
economic power by the big business and its associates to 
carry political processes/ ..lanning, policy and irnpleiaonta- 
tion in their favour, • 

Thus a programrao of deconcentration of private 
industrial and corporate assets and the transfer of control 
over productive assets fran the large industrial houses to 
the State to be used for planned social goods remains the 
only alternative to removing the institutional and 
technological constraints/ for a phenomenal increase in 
employment to ensue. 



STjLu?E CjiPim ISM JilD IMDUSTRIIL DSFELOPIEE' 


Mitli independei'ce the demc'jid for i-idiistri ''lie'.’.tion 
becaise verj^ strong in all developing coinitries of 
In iiadi'S trial Isation ’ras seen tlie source of national strength 


lie chance of econoraic independence, the posa bll j.tp of 
pschnoloj' icsl develo-pTient leading to higher oroduc tive 1 


'oouer ciin lie end of a lif e of poverty, uoaK'.)loyriant and 


deoradat ion f or the o eopl e and a source of high profit for 
the bourgeosie. Ill classes therefore demanded rapid industricl 
deveiopmont of their countries. 

The nationel bourgeoisie, tor ever, was very ve a.k. 

Its capital stock \ris small:,;, its pooler of ta.klng' risk very: V; ; f p: 
United. ’ Moreover, it could obt.ain a very high rate of 
return for its co.pibal from trade, usui’y and rack-r e;..iting. 

V'-:ry feu i;.,!dustries coild yield such a. high rate of return. 

The dcUTiestic m. rkot eras smell 5 the pesisants ho.d very little 
to sp;; re to buy Indtistrisl goods. The foreign im. rkot was 
dominated by foreign iuiljtl-nc? tio.nal corporations. The 
national bcatrgeoisie did not come forv/ard to enter any area 
in which a high ..-nd safe return wo, s not ensu.red. T-xe stete 
flipdx::;tb;:x;:;taJ.ief initi;axtivb5;:;::ther:efdre^ ■lh:::mahy;:;iiiQ;u:stri;e:S^ 
;;;pa:i'ti;btl::a;il:yS;;iif;yi,;f;icitistri:i;s'whleh'::::re,^^ 

: 'liiyeatmlhlt ih pwhi:cli:;s phd:hti:sfc::%f t;i'o:b;st;^a s";;^ 

■period w-.s long. In other Indus tries the state had -to axetiveLy 
in terveno in order . to ensure a, high rate of return byg3.vi.ug 


sutsidiesj tsjc holid.s.y s, ®.SF credit and other privileges 
snd facilities, 

liis public enteriDrises underteiien bjr the state were 
set up not only in new indus tries in which private enterprise 
hesitated to enter but also in those which were taken 
over from the foreigners. Thus Indonesia nationalised all 
Dutch plsiitcrbions and other enterprises. In Burma not only 
the British business but the business of all foreignersj 
including Indian and Chinese, xrere nationalised. In the 
Philippines, Thailand, Mai ay asia, Singapore and Pakistan, 
on the other hand, not only no foreign property was na.tlonali 
but greater foreign pa., r tic ipation was invited end foreign 
ownership and operation were given additional protection 
and privil eges. In India foreign property and business 
were not nationalised except a few oil companies, but 
severe restrictions were iiviposed on their entry and , 

operation. The attitude to foreign companies thus depended 
on the degree of opposition that the colonialists generated 
by their repressive policies among the nationalists. Thus 
the American and British imperialists gave up political 
power voluntarily in the hands of a section of the local 
bourgeoisie who were too eager to maintain a collaborative 
arrangement ;.rith the in5)erislists. f or joint exploitation 
of the countries resources and labour power. In Indonesia 
and Burma the imperial ists were driven but after a hitter 


fight so vliaC the xiatlonalist opposition was too strong 
against them which the imperialists. In India the 
bourgeoisie was able to make a compromisevith the imperialists 
on terms not as expx’opriative as that of Indonesia and Burma 
but less f avourable to the imperialists than that of the 
Malayasiaj pakistarij pliilipplnes or Singapore. 

The degree of state ownership with which the newly 
independent countries of ilsia started thus dependedo on the 
specific political s ituation in each cs untryj and in general 
on the intensits?- of anti-imperialist political conseiousness 
that existed in the country. State .ownership has often been 
indentified in these countries as socialism. This is far 
from the truth. State ownership, on the contrary, has been 
called for by the private industrialists themselves for 
their own class interest. State enterprises provided them 
with a market where they could seel at a high profit. 

They provided them with basic materials and services such as 
steel, coal and transportation at the subsidised price. In 
India jarticularly it was found that the prosperity of the 
private sector was dependent on the rate of public Investoenti 
whenever public investment declined the private sector faced 
a recession end a crisis. In most countries the public 
sector enterprises wereiorking at a loss which ■'.rns jE- rtLy due 
to the high price paid by them for their purchases from the 
private sector. To this extehtthe loss of the public 
sector was the gain of the: private sector. 


state ownership and state capitalism thus is 
a form of inc.ustrial management needed by the weak and 
undeveloped Ccpitslist class in the developing countries in 
the early st£.gss of capitalist development. The bourgeoisie 
alvrays dreams of the time when the initial phase of plonerring 
and production at a los s ivould be over and the public 
enterprises world be handed or er to private businessman as 
was done in Japan and Turkey. 

It has to be noted, lioi^/ever, that state capitalism 
contains within it the germs of socialist dev^opment. 
l^Jhether the socialist gams will grow fully and develop into 
a fullfl edged socialist economic system. Depends to a large, 
extent on the level of political consciousness, unity and 
organisation of the working classes, the peasants, the poorer 
sections of the middle classes and the urban poor. 

In chapter XIX (From Hierarchy to Stagnation) we 
have shown how in a hierarchical social structure, as 
prevails in Xsia, capitalists, by increasing their share of the 
national Income, limit their own market and produce stagnation. 
Most of the isian countries are rapidly entering into this 
phase of development. The disproportional development 
between growth of the market and the growth of investment 
funds is imposing a severe restriction of further expansion 
of capitalist industries. This stagnation is pushing the 
bourgeoisie towards dictatorship where they are tdclng resor-t 
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to increasingly dictetoi^isl nethoi s for main'cc.-inin. 


isci V8S 


in po'./er, vrhil e at the s Fiea time the sectional battle 
between different types of the bourgeoisie is also becoming 
very acute. Simul taneouslj;' the frustration suffered by the 
urban working cls.ssesj the lowrer mi •'■111 e classes iind the 
village poor due to the stagnation of the economy is reaiShlng 
to now heights. To the extent these classes become -politically 
conscious and articulsite snd can move togetin r maintaining 
their unity, they can succeed in frustrating dictstorii 
designs of the bourgeoisie and force the leadership to move more 
and more towards a greater degree of state control of 
production and public avjiiership of coiterp rises. 

The stagnation and the heavy losses incurred by the 
priva.te sector also helps in expanding the public sector which 
t sites over the ’’sick units" and bring them under public 
ownership and c nitrol. Once the management of public enterpri- 
ses is professionalised and the units are given the required 
degree of autonomy, the expansion of the public sector 
becoiaos easier. The resistance offered by the bourgeoisie 
breaks dom, not only because of the increase in the nuiober of 
sick units that follow industrial stagnation but also because 
the argument of more efficient management by the private 
industries is proved false. ' 

Thus the systeii of state capitalism s v/ithln it 
the germs both of capitalism .and of socialism, khlch of these 
will develop and, which will vd the r away will depend on the 


degree of political c onsciousness of the people end the 
degree of their unity against the growth of fsscisn in these 
countries. 

The ]5,th of capitalist development followed so fan 
by Dost of the developing countries since their independence 
has no re of less exhausted today. The linitetions of the 
Internal market is imposing severe restrictions on further 
capitalistic devalopDent of these countries. The possibility 
of expanding into the foreign markets is also becoming more 
and more difficult. Because of the present day national and 
international market sltuatoon development can take place only 
following the socialist pa-, th mth the state sector c on tinually 
expanding its role in national production. For, the imbalance 
between the rate of growth of capital accumulation and the 
rate of growth of the buying power of the people, which is 
the ma.in causo of the crisis of capitalism, can be resolved 
by socialistic central planning alcine and not by the market 
forces operating imder an Inequitable system of private 
ownership. 

adoption of the socialist path of development, 
however, is not e asy. It requires above all a very high degree 
of political consciousness of the people who are oppressed 
by the capitalist system. Out of this political consciousness 
is borne the desire to v/orkfor society as a whole and not for 
Individual aggrandisement. The growth of this consciousness 
leads to the formation of mass organisations which not only 
overcome the populist demands of improving the position of a 
section of the population atntohec ost of the whole, but which 
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enable s the ill ivicluel to trciiucenl his iniivi-luel shortoeriod 
needs and indentify Ms self interest xath the longnericd 
int erest of the conironity. This level of soeisl oo nscionsness 
can. CD 1.18 sloviy end after along period of training and through 
personal exieriaiice of the oppressed classes. The key to 
socialist path of development therefore lies in the develonoent 
of political consciousness of the oppressedj their organisa'cion 
and the qo.ality.of their 1 eader ship, ill these three develop 
together, mutually reinforcing each other. Is political 
consciousness, organ! sa.tion end leadership delop, it bscones 
increasingl'y possible to substitute labour for cspital and 


foreign exchenve and even foreign technology, 
growth beconc;s a reelitgn Iccimlca tion of ca 
destroy itself by restricting the market but 
siniiL taneouslj v/ith the expansion of Income, 


Self sustained 
pdtal does not 
exp an 1 s 

eiiiplcyment .and 


the purchasing power of the people. 

Is the capitalist crisis deepenis the national 
bourgeoisie beco.:,.es more a.nd more dependent on foreign 
capitalists .and mul tine. tio ami corporations and conpromisas the 
independence of the country offending the innate patriotism of 
the people. The bourgeois leadership showi-s its bankruptcy 
increasingly by its failure to tacltle theresl problems of the 
country .r.nd by giving .slogans that have very little 
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raLevrXice to the orot'lor.:s of the peoole nncl, therefore, 
rouses voj?y little enthizsiesn aioong then. Their increasing 
isolstion forces then to cclcot i.iore ani nore fascistic 
iOethcis of goTsm'-ient. This is the situation -fiich offers 
the greatest ooportunitjr to the oppressed classes to g c-t 
organised ani to f;. rce the country to change its course of 
developuent, taf:ing the road to socialisn. Such a historic 
turn can be tchen only if all the Ojpressed sections of the 
popul action can be united and the bourgeoisie can be isclcted, 


FROM HIERARCHY ‘TO STAGHaTION 


Capitalispa has an inherent tendency to increase the inecrua- 
lity of income and wealth. The profit motive continually 
drives the capitalist class to introduce more and more machineG 
in the production process. The share of vjages and salaries 
in the total output as a result tends to decline while the 
share of property incomes, ST.ich as profits, interest and 
rent, increases. 

It is not easy to come across statistical data in 
support of this conclusion. The general belief on the 
contrary' is that the share of wages and salaries in the total 
output remains constant. This belief has be-'n generated 
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largely bp the work of Cobb-Douglas whose production function 

based on the assumption of constant ratio of v/agos to outpiit 

is used ver'f extensively by economists even in the developing 

countries. Cobb-Douglas functions were, hov7'»ver, derived from 

date based on short-period obseirvetions while the tendency 

we ara discussing here is a very long-period phenomenon. 

Klein and Kosobud computed such a long-period series of 

the ratio of earned income to net national product for the 

1 

United Stcitcs for the period 1900-53. These ratios indicate 

3 definite downward trend during 1900-30 as shown in the chart 

on page 273. From 1930 up to the end of second world war 

the ratios shew an upward trend. It is possible that after 

the 1929 depression and during the New-Deal era the declining 

trend in the ratio of wage income was halted in the United 

States by a combination of factors, such as unemployment relief 

oldage pension, minimum-wage legislation, growth of trade 

unions, higher taxation of nomvage incomes, higher public 

expenditure on slum clearance, education, healt-h services, etc. 

and above a. I? by the reduction in the capital stock through 

1. "Some Econometrics of Growth",,. Quarterlv Journal of Econo- 
mics, Vol LX5CV, No2 (Hay, 1961), pp 183-84 


disuse during the depression. The dowmvard trend can be seen 
to have reappecred in the postwar 

In developing countries the hierarchical socied' structure 
and the vestiges of medieval economic relations furtner inten- 
sifies this inequality. The continual destruction of rural 
industries due to penetration of mar3<ets by factory products, 
the heavy population pressure oh land, the declining iob oppor- 
tunities and severe unemployment among the worlcing and 
Salaried classes enable the employers and propertied, classes 
to Icesp the V7ages and salaries depressed and subject the 
poorer section of the population to severe ejqjloitation. The 
inecfii.ality inherent in the capitalist system is thus inten- 
sified several- fold in the hierarchical, semi feudal societies 
in the developing countries. As inequality in wealth and 
income rises, so does the rate of saving; and capital 
accumulates at an over increasing rate. But the growth of 
the domestic raarlcet expands at a rate slower than the rate 
of expansion of the accumulations, t’or the growth of the 
domestic market dejHjds, by far, on the growth of incorae of 
the working cuod salaries classes. If their income grows 
at a slox-r rate then the domestic market also exnaands at a slovi 
rate . 

The h.igh rate of grovrth of income of the propertied 
classes enables them to accumraulate a surplus at a very high 
rate while the s .lower rise in the income of the v/orking classes 
leads to a slower growth in the demand for consumption goods. 
The failure of the consumption goods market to expand rapidly 
generates a surplus of saving and investible funds v;hichn 
can not bo invested because of the failure of the market to 
grow adecruatoly. The capital-scarcepoor countries thus 
suffer from a glut of capital. 

If .labour income does not rise, or rises at a slower 
rate than tlie property Income, then the demand for wage goods 


VMll rise i.:;3r than the s’apply of prodTicer goods.; a raster a 

rise in tiic cup- iy of producor goods would irnoly a x"a.oicl rise 
in the profa-ctive povjer of the corarnunity. Thus society gets 
into an irun/ita'D.lo contradiction resulting from unemaal dis- 
tribution of areaf th: a rsr-id rise in property ineopo Pleading;; 
rise in doraand and supply of canltal goods, increasing the 
productive ou'.Ter of society, while the failure of labour income 
to rise leads to £■ slower rise in the demand for cor'sumer goods, 

The inovitrb.le: consequence of the failure of v/ages to rise is the 
creation of surplus funds and idle capacity leading to ultimate 
stagriatior in the economy. 

Wnon the lusrket fcails to fully utilise the capital stock, 
further invc.strunt slows dcv;n. The higher income obtained 
by the property-ovmers is then soent on luxuries, imoorted 
conesurnption po'-ds, in foreign travel, or just sent abroad as 
deposits in foreign banks. All these uses of pronart'y income 
rerruires foroign exchange which may not be available in stiffi- 
cient ginortity. These demands therefore can be satisfice 
only to a li;..it':d. degre ■ . TfiO balance' of the savings of the 
propertied classes is then invested in thci traditional channels, 

'xxz in. rod ■osteves', in speculation, trade, rack-renting and in ' ou 
us'cry, or .s out in domestic luxuries, in building te-v;^lcs, 
setting u.p ’/;ig:.!.cost scb.oojs, in buying uo nG\\/spapors .:^Dd sub- 
sidising :p:oliticel parties . - h '- 

None of tliesG uses orovide . an-''- solution to the contradic- 
tion; on t'.::.c; contrary many of them further deepen it by 
reducing the '.aboxir income and increasing the property income 
.:s;trl;i: :vfu3"thcr» ' M 

There arc two ways this contradiction can be rc^solved. 
without altering the o^^mership structure of oroperty and the 
fifebarbh'iciali':’' spci:a:l:' strubturb'.': ■'’'f:^hph;upp:p 

foreign exchange through, qjcports and take the suxiolixs accumula- 
tions out of t!ic Gountrp'’ as foreign deposits, in forieqn invostraent 



in import of capital goods or in imioort of roeign luxury goods » 
This method “vas used by the western capitalist countries and 
by Japan* In order to mate foreign . investing and exjoorting 
Safe and eas].'/ they congiuerod the colonies to expand their 
exports. Since colonisation is rather difficult these days, 
this method cannot be used by the capitalist class in the deve- 
oping countries. 

A second method that is being usod extensively by the 
developing countries is to ask foreign multinational corporations 
to take over the market, join hands v/ith thorn to produce for 
export and use the opportunity they pirovide to take away the 
sxirplus acc-omulations of the capitalists from the country 
and invest thorn; abroad by evading the exchange control regula- 
tions . Multinational corporations, however, are not generally 
too anxious to export their products . This privilege they 
leave to their '.aarent companies. The only product they arc too 
anxioTis to c;ciport are raw rnatorials for their home industries. 

Tho suthoest Asian countries have adopted this type of develop- 
ment policy. The inevitable cons coto nee has been the domin-a-'’ 
tion by foreign companies ' and foriegn pa*rers over their eco- 
nomies. Since the nationalist forces within the country 
resist such domination, this system is being maintainod by 
imposing a rightist dictatorship. 

It is clear, therefore, that the developing countrios 
cannot maintain economic growth and democracy and political 
freedom without changing the hierarchical social stru.cturc 
indefinitely. 

The faster rise in the income of the propertied classes 
and the slower rise of the income of the labouring classes will 
sooner or later create serious . disequilibrium in tho system. 

The system could be maintained by force by pushing down the 
living stendaid. of the poorer , sections of the community still 
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further, ji, rig^-^tist dictatorship in co’' laboration --fith fore ign 
mu. 1. tin at ion c'. coigporations has been the usual method both 
in s-'.uthenct Asian countries and in Latin America to suopress 
this contredictiorj and to prolong the hierarchical social 
structure, ; • 

AS t!-.3 crisis deepens an incr-. 2 asing pressure is put tc 
subs idis e ocoorts by trans ferring rcsourcas from the othor 
sectors vvhj.ch in effect means transferring resources from the ^ 
develoxoing ccuTtrios to bho developed countries. 'The demand 
for libGralising the lat\rs permitting entrg?' of foreign corrpaniCiS 
also bi.Goraos rxcro insistent. In order to maintain th'.- flow 
of ;:!rofits and rrsbc the laboiir market more attractice to the 
foreign corpea.nios efforts are made to do'press furtb;^r t’e.e vvages 
and Salaries. Trade unions axe attacked and companv unions 
sro set ru' uncor official uatronage. to weaken the ow.rkiVigclass 
resistaoco. Deraocratic rights of the peorjla; are clos'-d down. 
The facade of democracy is throxTO atnay as the crisis deer^ens 
and the co’uatri^ rnevos closa^-r to dictatorship. This '--.as been 
the histoiT' of the developing countries of Latin America, 
and of A.sir. in the postx/ar years. India, and Sri LanJua ’'-avc 
been t'nc cnJ.y exception to this rule, now long th^-p remain 
an exception remains to be seen. 
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The Indus trisl Pol Ic 

le cess it^" oi n P ro::e r per spect ive 


[.K. paranjape* 


The present controversy about the industricl polley 


of tile Junta part;,?' and Government needs to 


‘cea s.'G i;i 


an overall p orsrective. The Party I-:£inif esto as yoLl cs the 
policy 3t.;.te-.-3ii.t issued last year has been va.yae amd not 


V 0 r y d i f f e r en t f ro n 'th e -o r o f e s s 1 o n s 


of til 


0 earlier ruling 


pa. rtp'. While the election ir-aaiifesto had spoken about the 
iniportancQ of actively curbing concentratlaui of jconomic 
power nd sppropriataLy using the let, nothing much 

liEis a.ctually changed in tlie last two years since the party 
won the elections and a new Governnent cr.ine ixito power. 

It was cipparently a rGcoriaendation made hy some Cabinet 
Ministers for the natioiiciliBo.tion of particular orivate 
sector companies such as TISCO ciid HlhDliCO tha.t started 
the pros'.mit phase of the discussion. The National 
Executive of the party rciterai-ted its commitment to 
dec antral isation of economic power and the affective reducti 
ofj end control over, the holdings of large industrial 
houses, end appointed a Committee to go into the quostioii. 

It is the prolonged deliberations of the Committee that 
have led to the uresent phase^of tlie discussion. 


* The views expressed am personal. 
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atioiicli sation for Ensuring Groifth ? 

The first question that obviously arises iss "Wliat 
ox'-of.y is ;:lie purpose of suggesting nationalisation of 
particular industries or industrial runits? Is it because 
without such nation cl isation the growth oi' the particular 
con-jpanios or the concerned ini us tries x-^/ould be held up? 

Such an argiuient world hardly be valid in cases like TISCC, 
TELCO or HIriDfJLCO. TISCO is on efficient unit, is under- 
going esrnnsion and would fiertainly continue to expand. 
TELCO is expanding, is known for its efficient porfcrmance , 
and there is no reason why it may not be exjpected to 
expriid further. The same would be true about '■II'iDiXCO, 
except that the present loc.: tion nay not probably be the 
ideal one for further expansion in view of difficulties 
about availabiJ.ity of pov/er etc. If it is the expansion 
not of those crticrlar ujiits but of the steal, autorAbile 
and aluinniun industries which is expected to be piniuoted 
through such national ic'tion, is there is real case that 
without nationalising these units the esepansion of the 
concerned industries cannot take place? Steal is rl ready 
expanding principally in the public sector, and TISCO ’ s 
continuance as a separate unit cannot come in its way, J,s 
a iiiaiafcer of, fact, one wonders whether jialcing it subject 
to to all the over -c entral isaili on . and other diff iciil ties 
of the SUL units would help the. ' further d aval opnient of the 
s tod. industry, ptbout 'TEL'OO, ::lt’ nould be .eaid that its 
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c:otlYe rsslstcnce ■ nd ri rtlol jr.tion ..or ,ro:.otlng now ollts 
or ir;. ir'-vinf' -yie .;.ld ex?. :: ti ’Jiis.ts .-lay be :;ccessar. j-er 
the .;ro,Kr ievalo ,:_ant o:. hlee £. u ' go .. o ’ d 11 o i.:xhost,ry. hue ,i. e 
forua urtlom-lloation oJ the dELCO the oay or test ol 
se=ur.-e.E such coooer tlon or r rticip.etlono it cranot be 


overloolied o. -rst.t 


Z Ci 


3;:1 of COO/; oration of fISCO 't'os 


obf.,---,inod -.Aen 'Ciie public sector stual uaits uc3:e being 
initirlli sstsblisbed. llbcait the clucinto irtlustry, vjo 
clreod:^ Have the begiiirblngs of sn cluiaini^ju ir-^ausory 

public sector, G.hd the grouth of obese uhits is uot related 
to ■cbo exlst-ence or otherulse of HIiiDflCO ss a sO;*., rate unit. 

ni-rhin g Concontra tj^ 

atornatlraly, the case for netlolislisstton of these 
units co-ad be on the gro-end th-t the conoentr-ation of 
ooohohic power represeiitod by these units o.c Li.e ... oUu-, 
which o.eutrol then needs to be c-urbed. or red-aced, end that 
the eay e£fset.lvo way of doing this is through nutloiuals- 
ins then. Is thst a -yslld arg-u-aait? It cfnriot be .,ye-loe v...jd 
that tie Gov-.iru.ier)t of India rlrae.dy has In 'its artioury 
certaln very po tent lastrui.ul.ts f or curbing the oo..'.centratlon 

n-f i-T-o-rr uov'ses. The MRTP het c.nd the 
of econoiiiic poi.ar uj. i 

• • eo •■■■ o Tnp ■r'")' nd industrial 1 ic -ins..' .cgj 'nUO 

HRTP CCh-uussi -n, -....-.e IDK -.cr ..nu x..u.. 

desendenoe of nost large c ou .shies on public sector 
financia Instif. tloiss for their finances - lohig-terB as 
well .-.s short- tern- snd the substsantlal holdto.^^s of these 
instlfutlons In the equity of quite a nunbar of companies 
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i investors. Froi'i 1970, the Govern 


a convertibility/ clau 


sha rehold 


nuiiber of large coansnios 


Government and the various organisr tj. ons under its control 


in s t rum on t s f o r t he p urp o s c 


of cur Ding 


iicin 


■one misuse oi 'cne cone error 


given in this 


of fact, the Government had anoointed the Sachar Committee 


dr-tions for their bettor operation. But 


r t of t ’ ^ e Co imri 1 1 e e Iis s , b e en v i t h CrO v srnm 


ever 8 months, and no 


tr;^ of Industrial Development had even 


The Min, 


gone further and appointed a Committee on industr 


ng which consisted 


lie on 


s'oritially of representatives 


of Large Houses and it has recently given a Report which, 
if accepted, would go against even the very feeble attenp' 


made in the past to curb the concentration of economic 


er oi such Houses. ,,, Regarding .the financial instituti 
i s well knoijrn;, .that,, no f, .ohl;y ;:has,. the. ;ponvertibll i ty 


cl ar.r;. 
r ec e;:j. 

p TO 3 Oi 

b sing 
or co: 


0 not b-..3n 

:lnvokad 

. to any s ifnif ic aji t: 

eutent, 

but 

tly it. has 

"o iien th: 

■U-ght fit to eiempt 

■cl''' 

r of 


ct locus from such a clGUse even if the loesis were 
given to Larger Houses. Does all this shov/ any clear 
: .t liming concern to curb the pov/er of these Housi^s? 


Curb Concentration? 

Ev fill at the cost of repitition, certrdn -points n.,.od 
to be stated. Concentrr tion of scononic power in -jrivi.te 
hands been opposed nainly on tv/o grouiiis. First, it 
puts too rauch authority cuid control in the hands of a siii'all 
group to be consistent with t he functioning of a doniocra tic 
society, ' Secondly, it also increases the po ssi'jil ities of 
economic and social exploitation, whether through the use of 
product monopolies, or through the considera-bl e potential i 
creates for ineqiialities in real incomes, opportunities and 
consujjp t'.on. Coiicentration of power in the L-'rger Housos 
creates the pos'slbility thait, through their coivorol over 
purchases, scles, enploymont, entortadnment rnd advertising, 
they are able to influence political oa.rtios, other 
influential sections as wall a.s the press farheore than 
can be accepted as healthy in a democratic society. They 
also ..lake the growth and operation of independent business 
difficult, through their , inf luohee on the government - both 
a^t tiiG political and the bureaucratic levels - and on bodies 
like the f inane iaL institutions as well , as market a gene iGs» 
Even in more affluent societies, ,, .such as those in the West, 


Ct 


b 


this d...;igcr -ir.s ’.ioen found to be very reel. In poor 
couj.it 3 ?i 3 s like ours, it cennot but be sifnificunt. Tba 
hi'tory since Independence of the contirraing nexus between 
poll tic. '■■1 -forties end their 1 eader ship, especicllj the 
ruli.ig oa.rty, and the largo busi'ness groups has g ivan cideqiuv 
■oroof of the dangers involved in the continuu.tion of such 
concentration. Thi.t is why, stcorting from the Hahalrnobis 
Couiuittee, a nunbor of enquiries end studies have indie atod 
how concentration of economic power in the hands of Larger 
Houses has been growing in spite of various measures 
attempted against this tendency, and hovj therefore it is 
essential that this siiouldbe curbed. 

This does not meen that private enterprise has no 
role to play in our econoL.y. /agriculture, small and medium 
industries, .and oven s '.me large industries would ® ntlnue 
in private hands for a long time, and hardly any political 
party sugg.ests otherwise. Most -pr.rties also accept that 
conceitr-'.tion of economic pov;er in the hands of a single 
State authority can he daiiigerous f or democracy. Hence the 
enpha^sis both on decentralisation through establ isMng/ 
public ontorp rises under the Centre e s well as autonomous 
States, autonomy of Go vorniaent companies and c orpo rations, 
thinking of naationalisE.tion as not the only way of exp.andLng 
the public sector but even joint sector devaLopi.ient where 
State ccipital plays an effective, role a s being an acceptable 
method of expending public ownersliip,' woTkers, participa tlon 


Eus..'.’:8ss on 


:ne one . 1 , .nri £ nci .n corriio t pel i ticol , btireaucr.'.tlc end anti- 

The dr- lip or e.rds'^s ooj"' 
q 1 ements enooyinp St; .t8 od-^er \lho :roc orrupt ad. by big 
asiviO'^'r; 1 .’ eninence., end the Ulanionstrotion effect’ of the iood 
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the a:itorpr.lso£. 'That is udr. ■ hot is liriportc.'it is the 
break up oi the dysfunctional combination of a ninher of 
c.onipanios under groups of ianGorcornofe ted units in Large 
Busi.noss lious s, ind not a break up of Icrce l:icIiYid.uaL 
companies uhleh ho, re a 'teclino-ocononica justif ico tion. .In t he ■ 


Co. S3 of tl.iG 1 oav 


er, uho.t is iivinortont is th, t the o orn er ski 0 


and cohitrol of such iiievitably large units should .■.ot •'.7-jst 
uj.th r fu.-'i..il 3 '' closed businers group"^ t. hags'" s.ho^ld hrve 
uidesprvud shrre.uoldl ng, "in v;hich the public finoJ-tcial 
instl'outions lionre a l.orge ;.•.■) roportion, sc as to n--ke sure 
t.ho.t cuch units .are ■>rof essio'nally iVion.rged and a re also not 
subject to v. 0 ‘.gari -:S ari sing, oi'ot of family inherit. '.nee and 
aroblms c uamected ^.’ith it. The recent history of sc’Ue 
import, nt private sector . companies shovrs cruite clearly how 
I'liese coinpanic’s con be mismaafipeu, , mc.de sick and. their 
pob o.v.rbi'.l itios adversdly effected as a result of gross 



r:iisHc,nj.r_,, c-.’ajut, deliborkts exiiloitr ti-.'-ri or fo^-ily feuds. Heuce 
tliG j.ec ■.■jpsf ty of ;d';’ V30.tii:j.g such le.ro-j uinits being dominated 
by'' IndividUcl f piuilies or closed groups. 

r-ig’it fron 1P70, tho apjiouncGd policy b-:’s been to 
ochiovo this by incrc£.Glo.g the s h.croliol di ng of public f iruuicisl 
iiistitutioo'.s in such connanies nc-tli thr>.' ugli their i /.vestniorit 
policlos and 'through the convertibility/ clc.uso i/' the lo"ns 
grrnted by ■'■•hose ins ti tutioi; s. This cm en.abl e 'the 
institutions 'to influence the n;r..nrgou.:rj.t of such compouies 
through p" r tic ipr ting in elactiiig the Dir ec tors, putting 
their nouin.oes on tho Boards end i:ionitoring the v/or’/ing of the 
most inpcirtant borupanlos. Tho investi/ig oporatj.ons of the 
Lie and 'the UTI can be specially used ior davelopi.oig control 
ov m key conpenies. people ulio flo..and 'tha'.t shareholding of 
these institutions in Large house conptnies shoi.ild be reduced 
forget ■•' he po tential use of such sii;-' reholding, lu-l oss 
of course they want 'iah.a.so conu'nl.is to rvjua.in uix'i.er Large 
Houso control. Thait even the irsti tutions th-eus^el ves do not 
f e>el coimittsid to those policy a.p''. roach 'Cs is clo'-r from 
their -action (.and in ■acti.-n)- including their recently 
reported v/ill ingnoss to oontributo to ’rights dobentures' 
w^dcli ca.rry no caoivnrtibility cla.uso. 


l ion-uso of MRTP ' Act 

The Dutt Comi:"itt'3o and 'the I-IRTP Act atterrtod to 
provide n corta.in intogr-.. tod aipproach ’to this w^hol e m. alter. 


On the o:iiO side, the ixHIP Act, especially Section 27, was 


3x_yjcuod to ij 3 UEod to Dr :-£ic up the l;;-::go ,!;:roi:js ' ith 
dysfu-iict;- oriel end r.ndLis inrorconnoc tions. It nr.s 'Iso 
exriG c tod hr t unnecesscry or h.rruifTal ezp':''":sion ol oiich u_o.i ':s 
into new fields ■rhicii was U/gustifiod on techiio-eceiic'r’ic 
:;ixnirids world bo oontT'olled or pnr/ontod. It the Sciiio tins 
frirther grov'th of uiaits to bo registered wes no necessrril;'-' 
to bo provontod. It is iisportont to stress this poiiit hero 
becmise ''icn'y tiiaos on iiaprosoiion is given r s if the criterion 
for rergirrtrr tic n laid d own in echo MHTP let - Rs. 20 crc’rcs 
of Capitol acsGtsf'or a conpany or i. , torceni.oc ted cco-panl-s 
told Rs. one crore for a doainsnt ceiapanj.' - is the acoQnurnT-^:ib 
linit beyv^rei which further growth is not to bo aruittto. 

Th i s i s n o t at . all so . ill "that the let int^inds is t In t ' ; n 
such iiiiits havo to bo ragistored so that their fur th or. ' 
aroa-th - wh!-..thcr in the s^r.e latod orr ol'ted fial ds - is 


sub j 0c 

pofi 

to sc rutir 

if it i 

d ■ 

rauiid on b-: 

-ft or i 

i'-pc 

'S'Lnp sone 

to t'li s 

c ■: 

n be that 


happonod sine o the r-R'ip let i.-as its sod w-,; s th.-^t, '.'ith an 
incrcasinr dopondenco by the ruling prty .on cr.> n’^-ributions 
f roL. biisi. -ess c ''ncarns for political purposes, c.-idwltli t’le 
incre:. sin.g corruption of -)oli,tical .m rti :s and bureaucia.tic 
balreEietoti}:: '01103X1100 qiuhd:brpl?|tobi#^^ 

cl oar -one '.03 end p rhissLons; u^orciLl .' hacianio, bi'.rg'uining c ouiitors 
Iho hllip Co.'U.'-iasion widch wt.s sot up , as an ex'^ort body 'bo 
assist Ch'V-..rni:.ent in taking- decisions was larg'iLp Ignorad^ 
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s'. 'O'ul dhe exar 


tnan ono 


11 onen eiiGuiri 


'iia uiGre.i'ore various 


dts r.boiit tlioir ririct. 


nd pro’-^csrls would 


ell “known t h;',t Section 27 on which nuch 


hop e 


uie jict. The result is th..t 


control I 


n key products lil 


tL ons 


of . G onvor tlhil Cl ause 
x\*on the Dutt Coiiudtt.oc s' 


Governi 


could b 


corollary thr t 


this c rri 


would 


quire 1 


rhich could only be urovidod b; 


tiltutior 


use o 


uch core sector units 'Sf/oulid 


ticrlly cone under joint owiorship, with oubllc fi.nrnci--.l 


ins'bi'axtlons boconing inport-int shareholders. It xoas su 
that vheso institutions should develop a corps of mbllc 
interest directors who would iioko sure, that those units 
developed aid oipo rated in the 'public interest. ^ 




ooriVGrtibil ity clause, the latest instance 


boing iriSCO insisting on obtaining a largo expansion loon 
withoirc sucii a clause, liie lack of cls-rlty anrl f 3 aeakn';': 
of Govenrua Jilt - previous oiig and also the new one ~ is i 
indico.tefi by its giving vvsy to this deiaoiid in vfrl"us 
instances, 

Coa;o£ra.ble Data hot iyailablo 


T-iO l-iP/jp Act was also expected through t he- use of 
provisions agralnst rjonopolistic and restrictive practices ^nid 
the MR'S? CoLiSission to prevent the exploitation of the fa-nsuanr: 
The actual vcrkiiig of the Act and the Couiaission, sis 
rec-en'iiy raialysed by the Sachar Conuittee, he s indicated hoir 
ineffective these provisionsthave , been end tuhe reason si 
th0r-v:;fore. Even the f act of interconnec tions ouong d iff oreiit 
priv: to sector conipanies, v/hich had been so c ''roirully T.^orkad 
out by the Dutt Coniaittee, c a-Jae to be IsirgeLy ignored in the 
period since then. The MRQp' Comuission had no penaers under 
the let 'to examine questions of interconnections, andit is 
knov.rn tluitj in the few cases in which the Comnirsion made 
s'uch attor-pts, t'ho concerned business groups stouily opposed 
them. Though the Com-iany affairs Department had such 
authority, hardly any -v^rthwhil a effoa^t has boon oade to 
pursue the ma.tt r , The result Is that at present we do not 
even have comm rable data a.bout- .the- growth of the Large 
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Houses over tno oust 20 yec. is. Tho dofinltion oi a 'Karge 
House! has been dilfcront under the Monopolies Enquiry 
Comi:-. a oUj tho Dutt Comuittee and now the MRS!' Xct, The 
G<ov..rn)-:.;j.:.t has hardly laade any effort even to provide 
compi rabl e d ata to indicate wha.t exactly the position is. 

This is I'.s good an indie;- tion as any other of the lethargy, 
if not the inherent ooposition, in governnantel circles to any 
ration al exaBination of the qu ;s tion s r elating to con- 
centration of economic pa«r. 

Overall Ce i ling Unde sir a b le 

Some of the reiiiedios that a re now being suggested are 
such that they could prove impractical or worse, iji overall 
ceiling .'-or a business house of, say, Rs. 100 croras in terms 
of assets can mean thc'.t there ^rould be a. comple te ban on the 
growth of some vary important but large coiiipanles. Is that 
econoi'-ilccily sensibl e? hlicit is necessary is th;at such 
compan ios should sqjirated from unbrella groups, public 
institutions sha.reholcl ng in them substantid. ly increaised, 
and control over their mcJiagnjient should be brought into 
prifesd-onal hands, sliminating the dominajice of family or 
group interests. This would ensure tJiat the techno- economic 
advantages of large units are available to the economy but, 
at the same time, private interests are not able to wield 
undue influence through concentration of economic power in 
their hands. That is vhy the MRlp„ /.ct laid down a procedure 
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cciliiiff Oil t ile russets cf a jx i^’ticiil <?..r 


It is rt'Vioiis that in the f laid of industry 5 toclno-econoiiic 
CO .••.piflerco.tions wovld i.udicita different optima for diifferent 
indiistrioGj ciad oje cannot apply' the logic of cellinrs on 
crpit;;l • ssots in industry on the analogy^ of ceiliUL s on land 
holdi.'i' s. Sven in arrlcuL ture, it is agreed that sj.ocial types 
of f ari'ilng j such as plentationsj orchards or forests, require 
sopS' rate tree tiri>3Jit and industry^ is far nore va.ried than 
agriculture. In overall ceiling xfould therefore be disastrous ir; 
unxs xiaLi™, 

Avold- Straitjacket Soliitions. ^ i , V 

It is sometimes suggested that liorizontal expciision 
should be prevented ulille vertical coiabin-.tion should be 
e.ncoua:ged. This agaan would Vc.ry froucase to case. If a unit 
has iiot a'itelncd its tsclino-e conomic optimuin size-snd sizes ccai 
increase with improvements in teclinology- t’len even horizontal 
expaiisioii my- be justified. Vertical integration naiy not al way's 
bo justiod if the techno-o conomic on timuxi r t the backward or 
fjrwa.rd ■:'K;C';ss 1 ovel s. is significantly different, :nd a vertical 
combination nay bo effect lead, to the c~n-trol or d oninance of 
one unit aver others, M .1 such matters .will h: vG to be exaiained 
cane by c.,.'se, end no 'general rul^e or s traitjacket can be applied 
to all types of industries. That is, why , it is more sejosibl e to 


leave such i/iatlers to aii expert scrutiny through open 
excueination by a body like the MRIP' CouLiioaion. 

Is Janata Serious? 

The real question which the Janata party nnd 
Government have to d ecide is whether they are serious about 
their proi'essi oils of decentralisation of oc-'.-noniic po-'.-er, 
effectively reducing the holdings of Larger Houses, bringing 
about more economic equality, and enabling w orkers to 
pa. rticipate in management. The failure up to now to take 
effective steps against the use of cash c ontri buttons f or 
political purposes has already made people suspicious aibout 
their real motives. The failure to deal Tuth urgency with 
matters like improving the MRTP let aaid talking steps to make 
financial institutions more effective has deepened such 
suspicion s and c ynici sm. Treating FERl Companies on per 
with India n Companies once they satisfy the magic formula 
of 40;;^ foreign equity- as if the real harm from their 
operations is through dividend distributio...' and not 
through effectivec ontrol v/hile mahes it easy to operate 
instruments like * traiisf er pricirg * - is another 
tendency v/hich smalcs of ignorance or naivety. 

Radical rho 'boric and threats of na tionoli r.ation are 
unlikely to pay political dividends. /J.1 they may succeed 
in doing is to confuse issues and crea 'be a general public 
apathy towards the democratic political system. If this 
is ■fco be avoided, it is necessary that some clear policy 


. aDcu'c me Kiina oi ina-as"^riiU £bruci;u.rc is 

2onsii or.''xl d Gsiro.D.l e shovld bovorked out, fiid ei'.rly 
rjxops to strcml i;i>3 G’le insini-ici'ts like iiidv-stria 

licGnsii'r, the HR'lp' i^ct, tlie FER^l eij.d the public .f inane la 
ia.sti which 're al reedy i-ith Cx:!vea.ii:ieht but which a 
L'-sod :h e, so\.iL-i oss wey, ii' not in a corrupt nfm:ier, Tim^^ 
vjculi not 'hly be easier but .■:1 so far no re o'fi'ective than 


i-innec os. ary and enipty talk of nationalicair-on. 




NOT FOR PUBLICAT ION 


NAT I 0 N A L IS AT I O N _ H H Y ? 


'■ By ■ ■ 

K. V. Raghuna-tha Reddy 

"John Bunyan, v;ith nis queer but deep insight, 
pointed out long ago that there is a way to 
hell even from the gates of heaven; that the 
way to heaven is therefore also the v;ay to hell 
and that the name of the cfentleraan who goes to 
hell by that road is Ignorance. The I'/ay to 
Socialism, ignorantly pursued, raay land us in 
State Capitalism," 


feorge Bernard Shaw 



Dernand for nai-ionaiisation is not a matter of mere 
acaderaic interest but has immediate relevance to economic 
grovrth, the betsic principles of social and economic equality 
and the stability of democratic institutions. Hationalisa- 
tion means transfsrance of pro t>erty rights and property to 
the state. It is a pov?erful weapon in the socialist arsenal 
for creating socialist economy in which the vital means of 
production shall be under social ownership and the distribu- 
tion v;ould be socially controlled. Though mere transference 
of rights of property to the state is not socialism, there 
cannot be a socialist society p,ithout the 'social ownership 
of means of production and control of distribution. 

In India, as in the case of other developing 
countries, the osneept of nationalisation has become enmeshed 
in the institutional structure and conceptual framev;ork of 
mixed economy. The concept of mixed economy in economic 
terminology means the state of economy in which state capital 
and private capital co-oxist. It recognises the necessity 
for the intervention of the state Into the economic affciirs 
of the society. According to Steiner; The term mixed 
economy has tliree useful features; (1) it focusses attention 
on the fact that economic activity is determined by a blend 
of both private and public econcs^iic decisions; (2) it 
focusses attention on the most significant problem of public- 
private econonic relationships, namely, that of working out 
the proper roles for government control and for private 
enterprise; and (3) the term seeks to express the idea that 
the solution of this problem v/ill be found like a 'middle 
w-ay' that is between the .extremes of laissez fairc and 
complete government control. Some of the features described 
?by d: St eihebd^red:®:; part VO f vgeySlpjm^ 

India economy, ■ ■ - 
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The role given to the public sector and its 
develo,pment occupying some coOTrianding heights had influenced 
some social scientists to formulate the theory of non- 
capitalist path of development , They found similarity 
between multiple economic structures of Lenin's new economic 
policy and public sector (of mixed economy) in developing 
countries. At a stage of socialist transformation as 
conceived by Lenin's new economic policy, the dying capitalist 
economic form and developing socialist forms of production 
may co-exist and struggle, but the struggle is a temporary 
one. On the contrary. State capitalism would be the 
inevitable outcome if the monopoly capital is allowed to 
exist as. a permanent institution of the economy, 

Nehru has rightly observed in ‘Glipses of World 
History' - "The state may be organised on some socialist 
lines for the benefit of the owning classes. The state 
socialism and state capitalism are much the same, as the 
real question is v/ho is in command of the state and who 
profits by it - the whole community or a particular possess- 
ing class," Instead of gradual elimination of private 
sector, the state capitalism has helped the grovh^h of private 
sector to a dominant position not only to control the economy 
but also the political processes. 

Prof, Wadia and Prof, Merchant in their criticism 
on the first five year plan expressed their apprehensions 
about mixed economy : 

"If a mixed economy is regarded as a static order it 
will end by enthroning dictatorship in the interest of 
private business. In an. under- developed country like 
ours there can be no royal road to an economic millenium. 
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liven if a mixecl eeonGray: is resorted to as a provisional 
measure for reaching the goal of raising the standard 
of the raasses it cannot avoid the rish of ending v/ith 
fascism. Vfe need not add that in a policy of gradualism 
such as a mixed, economy adumbrates there is the added 
risk of strengthening the defences of decaying 
capitalism and sanctifying the statu s o-uo .” 

As apprehended, mixed economy in India had provided the 

economic foundations of authoritarianism. 


h'ehru conceived mi:-:ed cconony only as an inter- 
mediate stagvo in a transition to socialism. This is clear 
from his speech in the Constituent Asserdily; "This brings 
us to a transitional stage of economy - call it what you 
like, mixed oconomy or something else". In Lei: Sabha, he 
stated: "While the puJolic sector must obviously groi-; and 
oven now it lias grown, both absolutely and relatively, the 
private sector is not something miiaportant , It will play 
an important role though gradually oind ultimately will fade 
av;ay." (Nehru's speeches 1957-63 p.lO) , Kis viov; goes 
beyond even the recommendations of Planning Committee 
appointed by the Indian National Congress end reiterates 
observe at ions of his o:/n on the recommendations made by 


Karachi Resolution of 1931 regarding nationalisation and 
private sector: In his Autobiot]raphy, ho observed : 

"In the Karachi resolution, it took a step, a very 
important step in a socialist direction by advocating 
nationalisation of key industries and services and 
various other measures to lessen the burden on the poor 
and increase it on the rich. This was not socialism at 
all and a capitalist state could easily accept almost 
everything contained in the resolution," 

(Nehru - Autobiography p,2 66) 


While Noiiru -aid some advocates of socialism 
considered mixed economy as a phase in the transformation of 
Indian economy into socialist economy, among the academic 
economists, the left Keynsians supported the concept of 
mixed economy from the point of view of public investment, 
gro't'jth of employment and saw in it grovrth of regulated 
capitalism, safeguards for the interests of Indian capitalism, 
ensuring growth of oligopoly, the public sector providing 
necessary strategic economic support. As expected by Indian 
big business, the public sector did help the grot,-jth of 
private sector by providing necessary infra-structural 
facilities at low cost a.g, electricity, supply of capital 
goods, raw materials at low prices, financial support by way 
of participation in equity, preference shares, debentures 
and other loans at lov/ interest rates and purchasing goods 
produced in the private sector. 

The industrial policy resolutions of 1948 and 1956 
legitimised the mixed economy though enormous emphasis was 
placed on the grov/th of‘ public sector in vital sectors of the 
Indian econany, like the industries of basic and strategic 
importance. The public sector was expected to control the 
strategic points of economy while the private sector would 
develop v/ithin the given limitations and criteria laid dox-^n 
for its advancement; (a) the development of private sector 
should result in social gains and service to tho community 
and not to private property;' (b) it should result in 
uninhibited increase of production, and (c) the growth should 
prevent accumulation of v/ealth and economic power in private 
hands • 

The Industrial Policy. Resolutions of 1948 and 1956 
embody this principle of intervention by the State, into the 
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economic affairs of tlio socidt.y. Sven the colonial Govern- 
ment in 1945 (perhaps uxidor the influence of FCeyesian schoo 
of thought i) announced an Industrial Policy assigning a 
clcadnant role to the State Sector- for development and State 
control of the basic industries. 

As the purpose of Indian Planning after indopondenco 
is only to provide for the limi'ted public sector and mixed 
economy, there is not any striking distinction between 1945 
industricil policy and 1948 and 1956 Industrial raolicy state- 
ments, This accounts as to ■'.fhy the leading spokesmen of 
Inciian big business welcomed the emergence of public sector 
as a generator of grovrth of private se ctor I Their expecta- 
tions indeed are more than fulfilled. Mixed economy has come 
to stay as a peri'aanent feature, '■ 

Not\/i-thstanding the clear statement by hehru about 
the role of the State and character of the oconomy that 
should ultimately emerge, an Indian variety of State 
ca-pitalism v.-itn a powerful private sector deriving all the 
benefits- of the State oconcmic policy came to occupy the 
Indian economic scene in more or less permanent institutional 
forms as a 'result of adoption of strategy of mixed economy. 
This has led to 'the grouH^h of oligopoly, concentration of 
economic power and structural constraints on gro^/th. State 
sacks to recailato private ceccor but private sector controls 
■political power in various visible - mostly invisible vxays,, 

Indian economic planning is not socialist but 
capitalist planning. The society v/e have is a capitalist 
society. The state sector acts directly to help the grovrth 
of private sector. Notwithstanding the apphorisms of the 
defenders of faith and thpir. pa,ssionate chanting of merits of 


mixed oconcrny, tho economic system only operates in favoior of 
private sector for its grovrth and concentration of economic 
pov/er and it can bo well aoscribod as a privatisation of 
public financial institutions, material resoinrces/ the state 
sector, public controls and, perhaps, the state itself. 


Eublic Sector - Private Sector - Concentration of 
Economic Power - State Capitalism 

Ptiblic Sector ; The investments of the Central 
Government, industrial and commercial enterprises had grown 
from Rs, 29 crores in 1951 to Rs, 12,851 crores in 1978, but 
the annual pross grov/th rate of investment has been falling 
from 24,8% (1975-76) to 23.6% in 1976-77, and 15.8% in 
1977-78, Tho investments arc confined mainly to highly 
capital intensive industries of long gestation periods and 
with relatively lower returns. The public sector enterprises 
have a share in the product markets, as follows: 


saleable steel 

Copper 

Load 

Zinc 

Coal • p:: d. p 

Fertilisers : 

Nitrogen 
Phospatic 
B ulk Drugs 
Antibiotics 

Petroloun products 
Mining 

Machine tools 

Hydro & Steani Turbines 

Telephones 

IJagons 

Trav/lcr tractors 
Sulpha drugs 

Professional electronics 

Photo Films 

Bread 


100 % 

100 % 

79% 

100 % 

45% 

29% 

32% 

Ranging from 
51%’to 77% 
100 % 

67% 

56% 

100 % 

100 % 

46% 

95% 

Ranging from 
51% to 100% 
82% 

100 % 

65% 
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In 1975--76, 142 undertaking^:^ collectively made net;;^^ / ^ 
profits of Rs. 129.11%, Rs.239,59 crores in 1976-77 and 
a net loss of Rs.14,42 crorer in 1977-78 but v/ith respect 
of resource mobilisation, the figtsires are 1975—76 Rs.1368 
crores, 1976-77 Rs.15 97 croreis, 1977-78 Rs. 1802 crores. 

The reasons advanced explaining the loss incurred by the 
public sect-or enterprises are, among others: increased 
interest charges, lower utilisation of capacity due to 
power shortages, re ces si on in world market, withdrciwgl of 
purchase price preference and industrial lanrest, etc. 

But what is 'not clearly explained is that the character 
of mixed economy i-tself is responsible for the losses 
and sluggish growth of public sector. The public sector 
is concentrating. -in the high capital intensive fields, 
of longer gestation period - naturally of lov/ returns - 
leaving the cream to priva te sector- 

Contrary to the .popular belief and the calculated 
canpaign of the private sector, the public sector has only 
15% share in manufacturing sector, its investment in the 
consmer industries is only 0,75% of its total investment 
in industries (Rs, 96,17 crores). in Agro-based industries 
group, the investment is of the order of 0.1% (Rs. 14.01 
crores) , 

Private Sector: The private sector is pre- 
dominant in agriculture, manufacturing, construction, 
trade and hotels and services. It is estimated that in 
1973-74 the private sector generated an inccme of the 
order of Rs,42,384 crores. 
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In cane in private 
sector(Rs, crores) 




Primary 

Manufacturing 

25 , 391 

5,893 

98.1 

87.7 


Construction 

2,003 

90.2 


Electricity 

76 

20.4 


T ran sport , st or a<^e and 
communications 

821 

42.5 


Trade and Hotels 

5,392 

97,1 


Finance 

1,197 

61.6 


Other services 

1,612 

61.3 



42,385 

85.7 



Inve stmcnt s 

Increase in 




incomes 



(Rs. crores) per- 
cent 

(Rs. crores) 

per- 

cent 

public sector 

62,829 58 

12,091 

21 

Private sector 

45 , 028 42 

48,120 

79 


It is clear beyond doubt that the high profit 
yielding industries and aofnmercial undertakings are owned 
and controlled by the private sector and public sector 
acts as a feeder channel to the growth and profitability 
of the private sector. The public, sector is mainly 
confined to the basic industries and projects providing 
for infra- structural inputs# like electricity and raw 
materials and capital goods. The products which are 
produced by these industries would have to be primarily 
used by the private sector to manufacture consumer goo ds 
or intermediate goods. The output in the public sector 
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is thus^ to a large ezctcnt/ regulated by the input 
requirements of consijmer goods industry. The consumer 
goods industries in the private ^ctor would limit their 
production having regard to the market i,e. the general 
purchasing capacity of the cemnunity and also their needs# 
or the public sector and private sector must depend upon 
exports. 

If the poverty line increases and the demand 
for consumer goods falls, the private enterprise restricts 
production and increases prices for maintaining the rate 
of profit, private sector had gone into lines of produc- 
tion that Cater to the needs of approx, of the 
population only, probably about 70% of the_ income generated 
is fran ereas, such as lircury goods v^ith wide profit 
margin. This directly affects the public sector, cis it is- ■ 
mainly concentrating in capital goods industries, end, 
providing infra- structural facilities. Poverty line in 
India is estimated variously f rom 48% to 60%, ■ It 
can be safe^ly stated thc.t the poverty line would not be 
less than 50%. The poverty line had increased frem 37% 
at the time of independence to more than 50% now, in view 
of this, the cause of cconcanic crisis is ultimately the 
accentuation of the povei'ty itself. But due to the 
structure of the mixed oconany, the econcmic crisis 
affects the public sector viiile private sector 
would even make moarc profits by increasing iDri-ces and . 
restricting its production. The growth of oligopoly and 
the profits would clearly prove this propostion. 

The Sixth Plan document admits that market crisis is the 
reason for stagnation: ■ 

“1.8 The pattern of industrial development that 

has emerged obviously areflects the structure ■ of " 

effective demand, which is determined by the 



distribution of incomes, An unduly largo share 
of resources is thus absorbed in production which 
rf' lotos directly or indirectly to maintaining or improving 
the living standards of the higher income groups. The 
demand of this relatively amall class, not only for 
a few visible items of ccaaspicuo-us consxmption ^ut 
for the outlay on high quality housing and urban ameni- 
t ies, aviation and superior travel facilities, telephone 
services^ and so on sustains a large part of the existing 
industrial structure--. This means that the furtho'r expan- 
sion of indust35y is limited by the narrowness of the 
market. As a result, ' further import substitution of 


level of demand^ afford any great impetus for continued 


industrial gir^wth 


The crisis is ^Stemic Growth of oligopoly loads to ocononics 
of anti-growth, specially in a developing country. Mixed 
econemy structurally is anti-growth. As in the case of 
international and capitalistic economic system, crisis in 
India too can be described as stagnation, inflation and 
recession syndrome, ultimately poverty and lopsided incone 
distribution are the causes. 


Growth of oligopoly and concentr 
tion o£ "ecOriomic poweSr^ ~ 


By 1975 the 20 business houses registered under 
Monopolies and Restrictive Trade Practices Act had increased 
their assets to Rs,4465 crores frem Rs,2430 crores in 1969 
and Rs,3o 59 crores in 1972. Two of the 20 business houses 
control the assets of the order of Rs, 1768 crores, roughly 
working out 40# of the total assets of top 20 businesas 
houses. 




■MMlWili'i vSbHKw 


24 houses conti'cl more 
each as shov;s below; 


Industrial 

House 


__ 1972 _ 

A ssets 


1. 

Tata 

641.93 

2. 

Birla 

589,42 

3. 

.Msfatlsl 

183.74 

4. 

J .K . Singhania 

121.45 

5. 

Thaper 

136.16 

6, 

I.C.I. 

135.21 

7. 

Bangur 

125.26 

8. 

Scindia 

107.73 

9. 

Shri Ram 

120.27 

lO, 

AC.C. 

134.36 

11. 

Kirloslcar 

86.46 

12. 

Larsen & Toubro 

i 79.03 

13. 

weichand 

99.47 

14. 

Mahindra & 
Mahindra 

58.49 

15. 

Bhiwandiwala 

45.91 

16, 

Hindustan Le ver 

77.87 

17. 

Modi 

58. 05 

18. 

Sarabhai 

84,44 

19. 

Macneil& Magor 

64,80 

20. 

Kasturbhai Lalbhai 

78.61 

21. 

T .v.s. Iyengar 

50,97 

22. 

Bajaj 

63.32 

23. 

I.T.C. 

74.69 

24. 

Khatau 

75, 44-. 


1 


than Rs, 

lOO crores 

assets 



(Rs. in crore 

-- — -|| , - III 


1976 

Pi^ofits 

Assets 

Profits — 

48.92 

980,77 

56.12 v:;e 

45 .86 

974.63 

118.84 

14. 65 

25 6 • 5 4 

25.90 

5.92 

241.23 

7.97 

11.04 

202.24 

15.81 ; 

17,47 

198.99 

32.76 

7.52 

195. 33 

6.19 

5*44.: 

177.08 

5*63 

10,48 

171,70 

0.43 

4.45 

160,21 

5.73 

2.03 

152.47 

13.90 

4,65 

147,74 

16.08 

1.22 

129.42 

2.58 

: :':3.65 :' 4 

126.06 

6 . 97 

: : 3.9 3 ■ 

166.43 

12.20 

■ ■ ■ 

00 

122.51 

21.58 

7.35 

117.79 

3,84 

3.63 

116.73 

(-) 0.35 

2.80 

113.35 

19.63 

9.04 

109.63 

17.29 

7.72 • 

105.78 

14.04 

8.72 

101.51 

7.69 

9,03 

105.08 

5.43 

6,82 

100.22 

14.85 
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As on 31st March 1978, there are 48,434 non- 
Government companies limited shares at xvork with an 
aggregate paid Up capital of Rs, 2892 crores. Out of 
these, 7886 public limited companies with an aggregate 
paid up capital of Rs. 2180,1 crores and 40,548 are 
private limited cempanies with ah aggregate paid up 
capital of Rs.711.9 crores. A few investment companies 
which are closely held conpanies ’ ( the shares are held 
by a ana 11 ntmnber of members of the families) and 
control large business houses may be private limited 
companies., but almost -,11 the companies that belong to 
large business houses are public limited companies, 

16% of public limited companies dontrol more than 
75% of the total paid ujj capital, 84% qf the companies 
have only about 25% of the paid-up capital. The 
classification of the companies, according to the total 
net assets shows concentration of both paid up capital 
and net assets in the upper-not- asset, ranges. Of 
2338 operating medium and large companies, 368 i.e, 

15.7% reported total not assets of RS,5 crores or above 
each and their share was 17.3% 'and 70.4% respectively 
in the total paid up capital and tot^al net assets of 
all cempanies put together. By the size oi. their paid 
up Capital, 356 companies each with a paid up capital 
of rupees one crore and above constitute 15.2% by 
number, . accounted for 69% of the total paid up capital 
and 66,4% of the total net assets, 1114 anall operating 
companies had total assets of Rs,105,2 crores and paid 
up capital of RS, 21,47 crores,' This shows the 
magnitude, enormity, and grave danger -of concentration 
of economic power. 

The paid up capital of all the 40,548 private limited 
cempanies put together amounting to Rs,7ll.9 crores was far less 
than the total assets of each of the individual business houses 
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of Birlas and T^itas in 1976, their assets being fts.774.63 crores 
and RS, 980.77 croros rospoctiV'' ly, according to the restricted 
classification of the M.R.T.P. Act, Classification of conpanies 
according to ILPIC criteria is bound to reveal a far larger 
number of cempanies belonging to these houses and a rauch higher 
value of figure of assets oxuder their control. 

According to the infonnatipn given to Re' jye sabha 
on 21st August 1978, 25 members of the Birla family hold 
shares v;orth about only Rs,4 crorGs in 72 companies 
regi stored under the M.R .T .P . Act . This illustrate s how 
proportionately with a small investment, 25 memh-rs of ' 
a family art. controlling assets about Rs,974 crores. This 
is achieved by controlling investment ccxnpanies and 
strategic shareholdings by intefi-eorporate investments. 

Role of financial institution s and banlcs : - ; 

The public financial institutions and the banks 
act as feeder channels to the development of big business 
houses by providing financial lubrication, and to 
perpe-tuatt. the control of luusincss houses by small nxml^r 
of members of families ' as an integral part of statchb:;'' 
strategy of mixed econemy for econcmic- dev^-lopment which 
leaves the cream to the private sector. This highlights 
the linkage between the State and the big business. 

;T'nvabiabl'y'^''::;hhe^\;:: Capital^; ibsbeb::-'pre,:^;;Underxftrritten^;:'^ 

:by:?v the; ■; public. -financiM; ::ih;Sti--tutioh S':^and^’:benks:';:. 

Capital'^issues" 'imderXtfittdn " v ;- 
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In 1976-77 Rs. 8 9 1.81 lakhs in equity and Rs. 357,57 
in preference (total Rs, 1249. 48 lakhs) and ' 

Rs. 2176,48 lakhs in equity and Rs,268.34 lakhs in 
preference (total Rs. 2444.8 lakhs) were contributed 
only in relation to fresh capital issues issued over 
the year. 

For financing project costs of companies issuing 
capital during the years 1973-74 and 1 977-78 > the 
comp anies depended largely on the financial instituti ons 
and banks for loans a pai't frem what they got as sha.re 
capital invested both in oqu.ity cind preference shares: 


Year 

RS. (inlaJehs) 

Per cent 

197S-74 

22039.62 

40. 90 

1974-75 

10021.67 

54.44 

1975-76 

25741.09 

54.04 

1976-77 

15574.46 

46.06 

1977-78 

32985.57 

54.28 


A study of the non-government non- financial 
public limited companies, whose financial year w^as frean 
1st April -19,71 to Slst iMarch 1972 reveals that total net 
assets amounting to Rs.8368,4 crores belong to this 
group. The loans taken from banks, I.F.C., S.F.Cs and 
frem other institutional agencies and government and 
semi-goveennment agencies in 1970-71 by modiim and large 
canpanies were Rs. 2179, 25 crores and 1971-72 Rs. 2287. 36 
crores (anall cesnpanies 1970-71 Rs, i5.77 crores and 
1971-72 RS,17,40 crores). 

The IDBI, IPCi’, ICICI, IRCI, SFC, SIDC, UTI 
and Lie and given within a period of three years 1975-76 
to 1977-78 RS, 1726,5 crores as term loans. More than 
8094 of the loan had obviously gone to the private sector. 
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I.D.B.I. from its inception, i.o. froii July 
1964 to the end of Juno 1978 had dislxirscd to the 
private sector Rs. 1442. 4-9 crorcs (i.o.) 73.3% of its 
total disbursement* 


The B^nks during the years 1976, 1977 and 1978 
had given loans to industry , ■ vjhole sale food, export 
and credit - .a 

on 

June 1976 Rs,6785 crores 

June 1977 Rs,7502 crores 

June 1^78 .. Rs.9808 crores 

The pattern of assistance by the banks to the private 
sector has not changed even after nationalisation. 


In actual banking opcrr'.tions, most of the 
short term loans in practice bc'comc long-term loans. 

S ector-wi(§o distribution of assistance sanctioned by All 
India Financial institutions* 


Sector 

1975-76 

1976-77 

1977-78 

public 

87.64(15.5) 

143.51(16.6) 

128.16(11.8) 

J oint 

: 38.70( 6.9) 

76.79( 8.9) 

189.83(17.4) 

Co- operative 

36,99( 6.6) 

83.85 (9.7) 


private 

401.18(71,0) 

561.08(64.8) 

715.89(65.8) 


564,5iriOO.O)" 

“86^723^00751' 

1038. 33(100. of 


*Covered are IDBI, IFCI, ICICI, IRCI, LIC and UTI, 
Figures in brackets indicate percentage to total. 


The financial institutions for a long time 
were providing financial resources for the 
private sector. Due to ccnsidorablo pressure and 
struggle in some sections in the Government, this 
policy was slightly changed and even public ■ sector, 
co-operative sector and joint sector wore included for 
financial assistance. iJcver the loss the overwhelming 
percentage of assistance goes to private sector. *\s the 
private sector develops and the concentration of cconanic 
power had grow with the help of public money sane cempanios 
resort to cornering and speculation with public money without 
any of its own. This is not what oven ,\daTi S mith and 
econcmists of his school of thought meant by lousscr/urine. 
The burden of the risk is placed on the Government 
and as Sydney Lens aptly describes Tinerican system 
"we have a bastardised system that may be called 
'corporate socialisn' .** The advocates of mixed econony 
and welfare state no doubt provide for some benefits 
to poor as a cuashion against social turmoil, but a wel- 
fare state with private on torgrises''"eo-iexi sting along 
with the public sector servos the^ big business. It is 
indeed a welfare. state for the private sector and the 
affluent, . , 

Apart from the direct financial assistance, 
on a large scale, given by the financial institutions 
• andibanks, : there arc special funds, like the Shipping 
Development Fund, providing loans to shipping and other 
companies. On sane occasions, the amounts used to amount 
to 95% of the cost of the ships. The interest rates 
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wurc ridiculously lov-;. 

The private soct.or has thus a d.ir.-,ct 
h'- noficiary intt-rcst in tno dovdopment of stct'„ 
capitalism as its further giroPth helps to --expend 
the market for the private sector. The domestic 
market provided by the purchrsc^ of Government 
and public sector is enornous and the private sector 
iS'. the main U-'ncf iciary. Private:; enterprises 
also profit fron the sup':)1y of rax-j materials ixnd 
capital goods they received from Government 
enterprises at a very low cost. Thus as a supplier 
and also as a purchc:ser/ the private sector dei'ivcs 
all the benefits fremm the State and its enterpi'ises. 
This explains hoxv/ x/hilc the poverty line has 
risen to 60%, the profits of' big business houses 
have.-, risen in some cases to 400% betx'/een 1972 
and 1976. 

The middle and anall peasantry 
also is not left out and is the victim 
of collusion betwe.-n str?.tc machine ry? (political or 
otherwise), millers and traders. The peasantry has 
produced about 127 million foodgralns, 20 millions 
(econcmic surpluses of misci-y) are said to be in 
stock but more thcin half of the people of India are 
below the poverty lino. There is no purchasing 
cap acity; hence no market for foodgrains. The 
peasants are forced to distress sales; the millers 
and the traders buy the paddy, at a low price while the 
Government agencies watch and, finally in the neme of 




rescuing the peasant^ Ixiy from the millers, at very high 
prices, providing handsome profits to the traders and 
millers. The producer suffers, the consumer has no 
relief tut the middlemen, a nev; parasitic class, make 
all the profits. The political bosses and the state 
machinery bTicomc accomplices and co~ sharers (fortunately, 
there are a number of good, efficient and patriotic 
officers but their voices are only a cry in wilder- 
ness as the majority of the political bosses are inter- 
locked with private enterprise). 

Foreign cempanies : The foreign companies as 
defined under section 591 of the Coripanies l=.ct, in 1978, 
are about 473. To mention a few, U:K., VJCst Goc-many, 
U.S.A, they have 265, 80 and 11 respectively. The total 
assets of the -multi-national corporations rose to 
RS.2330 crorcs in 1977-78 from Rs.1160 crorcs in 1971-72. 
The profits before the ta;: in multinationals in 1971-72 
was Rs,53.6 crores and RS,52,3 crores in 1977-78. The 
assets of their subsidiaries in the relative periods are 
Rs, 1145.44 crores and Rs,i740 crores, their profi ts 
Rs. 1070.63 crores and Rs.i4o,6 crores respectively. 

The multinati, nals and their subsidiaries made remittances 
in 1971-72 Rs,80.70 crores and ®s.ll5,3 crores in 1977- 
78. 

A study of industry-wise break-up of 541 foreign ccam- 
panies at work in India §s on 31st March 1972 reveal that 
the highest number of canpeniec i.e, 157 accounting to 29% 
of the total number of foreign companies ^^?cre in the field 
of commerce, 22% of the companies were operating in the 
field of agriculture and allied activities, 14,9% in 
community and business services, 14,79% in manufacturing 
and processing. Out of those, 18 coripanies were found to 
be engaged in processing, of foc^stuffs, textiles and 
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It-athcr — the. field '.'.'hiGh C-anno’c said to be- beyond the 
reach of Indian tc-'chnology. 

The. role of multinationEls 

in various developing countries is we ll-knov.-n and their 
corrupting influence and political interf«.-xc.ncc are 
matters of daily exporionce, important section of ^ 

citizens in India 'work directly or indirectly for foreign 
capital. There is int>, rlodcing of industrial, economic and 
political int.:.rests b.;txveen the local persons and re- 
actionary forces r'-presGiit -^d Isy multinationals, Contf.mporary 
deva.lopments in various dovcloping countries of Asia, Latin 
Amvxica and Ivfrica, h.ave exposed the real face of multi- 
national Corporations, (The unscrupulous, subtle and 
insidious activitie.3 are ma^cing nevjs every day) They are 
described as 'underworld of* international finance 
capital* 

If dealing with them for purpose of technology 
becomes inescapable, it is b.:'ttv..r the State deals v/ith 
them rather than private org^'nisations, as the Str-.te is 
in a stronger position than any private organisation. 

As Anthony Samson observe- e in his book "The Soveroign 
State - Secret History of I.T.T. " (I.T.T. pla-.yod a 

majo-r role in . destroying Allende' s regime in Chile) that 
"the nation is the only institution strong enough to 
stand up to the multi-nationals and instil comparable 
loyalties for the fores®©blc future and it is only the 
nation that can redress the present imbalance". If 
one is to argue that the Government itself can be 
embodiment of corruption., then the ansv-.’er is not the 
private organisation as the private organisations are 
mainly responsible for installing corrupt governments, ■ 

The people in whan the severoignity rests must and that 
government. Hence thi? ai^ct of . the problem immediately 
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calls for take-over of all tho non-goverrmental conpanies 
having cither foreign collaboration or investments and 
the subsidiaries of multi-national corporations. What- 
ever the methodology may bi.^ there must bC' transfer of 
ownership and control to the state. 

Call it nationaiisationV socialisation or social 
ownership, transfer of ownership of these assets, and 
control to the state is a must; management, not 
technolocracy, must change end v/orkers must play a 
hegemonistic role if India is to progress, economic 
growth is to bc' achieved, unemployment problem is to be 
solved and social and economic equality has to become . 
a reality, 

AS Beven had said: “It is a pre-requisite, of 
social stability that one typo of property ownership ■ 
should doninate, in the society of the future, it 
should be public property. Private property should ycild 
to the point where social purposes and descent order of 
priorities form an easily discernible pattern of life, “ 
one Can draw a line of danarcation between property for 
security and property for economic power . The proerty for 
security can remain personal and- property for economic 
power should be owned and control b-d b?- the community, 

’: ;plivata-"''Sbctpr;:'- Unemployment: ;!^ 

Although the industrial production has increased 
at an average rate of 5,3% per annum and gross national 
product at 4.1% during the period 1972-73 and 1976-77 
employment in organised sector increased by an average of 
only 2.5%, 
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The employment in public go c tor increased from 
63 . 6 % in 1972-73 to 66.9% in 1976-77. During 1976-77 
employment in public sector increased at the rate of 3,6% 
whereas the growth rate of employment in private sector 
was much lower at 0.33%, in fact^ there- was negative 
growth rate during 1973-74, The additional employnemt... 
provided by the public sector during 1972-73 to 1976-77 
was about 18.74 lakh persons. The private s-c tor could 
provide for a miserable figure of 18,000 additional 
persons canly. This shocking position of private sector 
is attributed to the small increase in the public sec tor 
outlay and low investments in private sector. It 
stated that investment decisions of private sector are 
guided and influenced by the tempo of public sector outlay. 

This once again goes to prove that private sector depends for 
its gi-owth of public sector and public sedtor is the generator of 

growth in the private sector. 

Unemployment povsition from March 1977 is as follows:- 


March 1977 
December 1977 
December 1978 
pebmary 1979 


102,4 million 
109, 2 million 

126.8 million 

132.8 million 


The previous government premised abolition of poverty, 
ironically the number below poverty line has risen to 
60%. The present govorrunent has premised abolition of 
unemployment within ton years. Within a period of two 
years, the number of registered imomployed had grown 
by 30%, 

prom 1972-73 to 1976-77,' the investments m ade 
by the financial institutions and banks ih the organised 
private sector in equiity, preferende shares and deben- 
tures and the term loan given by the financial institu- 
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tions excluding banks can be safely estimatcc to be 
RS, 33,422 lakhs after talcing into account the possible 
inve strain c» in other sectors, (^'approximately ) only one 
person was employed for every two lakhs of rupees 
given to private sector. 

Mixed economy and resulting concentration of 
economic power are an antithesis to economic grov/th. 

It v/ould only increase further umemploymcnt but not 
decrease. President Roosev'elt rightly observed: 
"concentration of economic power, ,,,, and the resulting 
unemployment of labour and capital are inescapable 

problems of modern private cntorprisc democracy". 

But we Continue to be the victims of illusions about 
mixed economy. 

Bogy of Compensation 

The body of large amount e of Compensation and 
financial restraints is always raised by the private 
sector and the defenders of faith against any proposal 
for nationalisation. One should share this anxiety but 
there appears to b-- no need .for paying any compensation 
in the manner it is approhonded. Alread y m ore than 25% 
of the paid up capital Is c wn...d by t he fi nanci a l institu - 
tions^ banks and quncral i nsurance, companies, state and 
central governments. Further, law exists for the con- 
version of government loans into equity. There is no 
ne(.,d to make any distinction lx: tvjeon government loans 
and the loans of financial institutions, as financial 
institutions are provided xvith fbnds by the government. 
Law can be amended to include the loans by fincincial 
institutions for converting them into equity. If the . ■ 
total shareholdings of investment companies are acquired 
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and cyon part of the loan is conycrtecT into ooulty^ with 
of lntt:'r-coriDora te i nversteents already made by 
the Companies in the cpryjoratc sector, more than 70 to 80 ■ 
per cent shares in almost ^11 the companies can he- taken 
over by government . There is no need at all for 
paying canpensation. Non-financial private limited companies 
which may constitute nearly 82 or 83 per cent need not ho 
touched. What is want ing not t he methodology or the 
finance. It is the politica l wi ll and politic a l in stjcuments 
that are tragically ladcing . Given the political will and 
instruments/ the countjry vjould need hardly less than one~ tenth of 
whet banks wrote off as had debt s, in the pri vate sector for 
e nding the concent retion of econ cmi c power. 

Sick industries ; 

It is generously suggested by soTiO that only 
sick industries should be nationalised and not others, 
industries 1 x 2 come sick as a result of mifamanagemont; in 
some cases, it is advantageous to the management to allow 
the industries to go side as they v;ould derive all the 
benefits from the Government, The sick mills that halze 
been taken over by the Netipnal Textile Gorporation are 
t€,;lling examples, S esne of the mills are doing well 
making profits after take over. This itself is a powerful 
argument in favour of rjublic poctor and its management. 

By the time the units be. come sick, all the avail aMe 
finances are sucked out. It is wdl-known that most 
managements pull out their financial capital by loading 
the price on machinery and consttfllcti-on work (this is 
:;one:::h|durce:' ;Pf;;:black'':TO:Oney 5-,:;^-;;;';If v the :\ir^ 

success, the management gets all the benefits and if it 
;vf:|ili|;;;:itlis;^:thev:drdin3iy,;::|haieholdef-,.:::^^^i^ 
;Mhiti.tuti®s:!:3^d:;::thP::,#t^::‘:hhat:^;4^^^ 

would have a lion's share out of the invested funds even 
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when the projects fail. Comp ^.nic‘s Toe come sick tout 
managements toeconc fat, Thcr-foro, talcing over sick 
industriv^s is only converting jpublic sector into a nursing 
hone to sick capitalism at the expense of the State, 

Regulation 

It has- toeon urged toy some that toy amending 
the provisions of the Companies Act, and the Monopolies 
and Restrictive Trade Practices Act, end especially 
sharpening the other rusted x;oapons of regulation and 
.imposing a ceiling on the assets at the level of hundred 
crores, one can deal xmth large industrial houses. 

Facts condusivoly shov? the concentration of 
economic power and control of capital by a small number 
of persons and families in the country, though the datalis 
indeed not ccmplete tout is only indicative. In the dark 
ravines of big tusincss, there may tot- more hidden wealth 
and concealed information. An irresistatolc conclusion 
that follows is that notv/ithstanding all the regulatory 
measure® like Companies Act, Monopolies and Restrictive 
Trade Practices Act, Capital Issues Act, etc., and 
all the other weapons in the armoury of the state to 
control , growth of oligopoly and concentration 
of economic power, wealth and material resources are 
concentrated in a fev/ hands. Monopoly capitalism is the 
result, still econcmistc talk about regulation. All 
these regulations had proved not only ineffective tout 
also in a way further helped concentration. Jinti-Trust 
laws were described by rmerican writers' as 'folklore 
of /jnerican capitalism' and laws of regulation in India 
can toe well described as the legal foundations of Indian 
capitalian. 
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Tho proposal me.d:j m- c-orao ccc-nomirts th^t nonu 
o£ tho canpenios Ixj longing to a large business heus'-, 
controlling assets of more than Re.loo crpres should bt. 
allowed any licence for epepension may loe cconcmiCElly 
unde.sirablo and legally s^ubject to challenge. Each ^ 
conpany is a legal entity and merely becsiusc a large 
industrial house has ” any inter--, st" in it cannot be 
a ground to take away, absolutely, its right to 
expand, especially so, vjhon expansion is in respect 
of wage goods and economics of scale stand ascured. 
Starting nev; enterprises, X'/hcn existing ones engaged 
in the same field starve for want of expansion i 

optimum size can hardly b-l in overall interest of the 
econemy. Therefore, impositi-cn of an overall c oiling 
of Rs.ioo c rores on the assets of a House can hardly 
be- a good solution. 

The proposal that surplus funds of largo 
houses should be? investo-d in fioced deposits in 
nationalistad banks is equally unworkable for each 
company is a separat legal entity with its ovm 
shareholders. 

Expansion of units bc^longing to large business 
houses however inv ariably loads to accentuation of 
concentration of economic power, Tho only way out 
is to allow expansion to indi vidua l units to attain 
economies of scale taut to bring them under social ' 
ownership the mcanent their as sets reach a certain 
size, say Rs,l cro r o, to ensur-:? that it does not add 
to concentration of ec onomi c power. 

Given the structural character of the mixed 
oconcroy even though financial institutions and banks 
were nationalised, they had . to necessarily provide 
the requisite financial .support to tho private sector 
in the interests of ccontmy. The econoriic growth 
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in the context o£ mi:<eci -conomy v^ould nccessr.rily le?.d 
to further accentussation of concentration of economic 
powe^r. The private sector corrfnands the lucrative heights 
and the public sector acts as a generator of its growth, 
Econonics of scales and cjrov/th ehould not be sacrificed 
for the sake of Icgitamising capitalism by regulation. 

The only remedy is social .ov-morship. 

Big business and po litical par ties. 

Donations made by bho companies to poli tidal 
parties provide a binding linJc between big business 
politicians and the political organisations. Notwithstanding 
the ban on donations/ about Rs.10,3 crores were paid 
between January 1974 and March 1977 by cesmpanies to 
various political partios, in order to avoid the ban on 
donations/ advertisement a w-^re given to the souviners. 

This Was only a substoreg;^ to defeat the law. Even the 

persons occupying high positions in the Government 

today when they wer.. directors of the companies did not feel 

hesitant to issue the adv ■tisement:: to the souvenirs and 

bulletins brought out by political parties. Even the 
Government firms were not spared, loi government firms 
had made payments for advertisements till March 31/ 1977, 

It was reported that c> chief of a particular party was 

given Rs. 113 cror^s by the industrialists for 1977 elec- 
tions, ' ' 

The black money operate.'; with wider ramifications. 
Estimates had been made Ijy Various committees that the 
amount of bl~ack money in circulation- would be- even of the 
order of Rs, lO/OOO cror-s. Black money nomally is 
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goncirated through tho sole selling ag<..ncy, 

ag'-ncy/ conmissions that o^Ji lo- collected by the m>;ni.ge— 
ment at the time of constreiction of projects eJid install- 
ation of machinery by imflating project costc* 

■ The report of the Monopolies Inquiry CommiGsion 
mentioned thait the big IxvGinG'ss stre tehee ite tcntciclcs 
into the v/orking of democratic Institutions and political 
parties^ since largo fundo are requirod to me...t -.-lection 
expenses. Political partiC'-, politicians are forced to 
depend on the companies and. pe.;f.’.ons eith largo amounts 
of black money at their dis'oosal and. it is cemmon 
knov/ledge that blaclv money is used for this purpos'- , 

Black money corrodes dv:-;mocratic ’institutions/ values and 
processes. The administrators undergo a motomoriMiosis 
from regulators to protect intercste of society to: . 
apologists of big businos--. Political t>-'chnicians/ the 
corrupters of public life dominate and pervert the poli- 
tical proccesses : and ^ parties,' 

Black money distorts prioi'itics in planning as the pri- 
vate sectors investment flows in the direction of pro- 
duction of goods and services needed by persons having 
purchasing power, Dcmonotisation is no solution specially 
v/hon the banks with huge d'-jposits amounting to several hundred 
c rores are still in the private sector. The menace of 
black money can be- ended only by limiting the scope of 
private sector and ensuring public distribution system. 

For this purpose-, nationalisation of major industries^' 
investment companies and the remaining banks in the private 
:;§GX2|x?r;v;:rSr'';inyffediat^ly d^|led:'Sfor:,-d^ 
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There is a perpetual and inherent conflict between 
capitalism and democracy. The pernicious influences of 
the po’warful monopolies and the danger they pose for 
democratic institutions were succinctly summed up by 
ifedgewood Ban. Referring to the large companies in England, 
ha said; "if we do not control or omi them, they will 
control and own us". The great humanist Abraham Lincoln, 
just before his assassination said: 

see in the near future a crisis approaching that 
unnerves me and causes me to tumble for the safety 

of my country Corporations have been enthroned, 

an era of corruption in high places will follow, and 
the money-power of the country will endeavour to 
prolong its reign by working upon the prejudices of 
the people until the wealth is aggregated in a 
few hands and the Republic is destroyed." 

How prophetic these words are*. I 

The contemporary corporate capitalist society is 
afflicted by an incurable disease - paralysis of structure »■ 
It is not a mare lapse of health to be palliated by regula- 
tion. Authoritarian state capitalism is fascism installed 
and is an unacceptable alternative since it is as dis- 
abling as the basic malady itself.^ Socialiam, therefore, 
becomes the inevitable restorative which will cleanse our 
society of all the malaise that exists and will ushara in a 
vibrant and resurgent- society of equals. The forces of 
socialism should unite to march ahead with courage and 
conviction to win the war against po??erty and inequality 
before darkenss descends. They should make history now 
or else history will pass them by. 






THE state in post -colonial societies : 


The object of this article is to raise some fui’.damantal 
qu'r’stions about the classical Marxist theory of the Stata 
in the con '.'.ext of post -colonial sbcieties. The argument is 
premised on the his-'orical :^ecificity of post-coloni -il 
societies, a specificity mAh ich arises from structural changes 
brought about by the colonial experience and alignments of 
classes and by the superstructures of political and admi- 
nistrative institutions mhich were established in that 
context, and secondly from radical re-alignments of class 
forces which have been brought about in the pcst-colontal 
situation, i will draw examples from recent developments 
in Pakistan and Bangladesh. There are, necessarily, sorr'.e 
particular features which are specific to that context. 

But the essential features which invite a fresh analysis 
are- by no means unique. In particular the special role 
of the military-buruaucratic oligarchy has become all too 
common a phenomenon in post -colonial societies. This role 
now needs to be interpretad in terms of a new aiignraent^v x 
of the raspactive ' of ’ the ' three properties e^gxlcit-’. 

ing classes, namely the indigenous bourgeoisie, the Metro- 
politan neo-coloniali£-t bourgeoisies, ' and the landed classes, 
under Metropolitan patronage a combination vjhich is not 
nuique to Pakistan. If a colony has a "SA^ak and under- 
developed indigenous bourgeoisie, it will be unable at the 
moment of independence to subordinate the relatively highly 
developed colonial State apparatus through \Aiiich the 
Metropolitan power had exercised dominion over it. However, 
a new convergence of interests of the three competing 
propertied classes, under Metropolitan patronage, allows 
a bureaucratic-military oligarchy to mediate their competing 
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but no longc-:r contradictory interests and demands. By 
that token it acquires a relatively autonomous role and is 
not simply the instrument of any one of the three classes. 
Such r3 relatively autonomous role of the state apparatus 
is of special importance to the neo -colonialist bDurgeoisies 
because it is by virtue of this fact that they are able to 
pursue their class interests in the post-colonial societies. 

A fundamental distinction can be se.-n bet^^jeen that 
situation and the situation which follo'wed the bourgeois 
revolution in European sodieties on which the classical 
Marxist theory of the state is based. A distincticn may 
also be made between cases su'ch as that of Pakistan which 
ej^perienced direct colonial rule and other countries which 
experienced colonial ejqsloitation under indirect rule.- 
My analysis is confined to an example of the first type.- 
Perhaps comparative analysis will throw light on the 
similarities and the differences between it and cases of 
the other type. Such comparative and critical studies are 
needed before we can hope to arrive at a general theory 
of the State in post-colonial societies. The purpose of 
this article will have been served if it focuses on fresh 
questions that require to be asked in relation to post- 
colonial societies. 

CLASSICAL MARXIST THEORY 

A focus on the central role of the bureaucracy and 
the military in the government and political development 
of post -colonial societies raises some fundamental questions, 
especially with reference to the classical marxist theories. - 
What Miliband calls the primary marxist view of the State 
'finds its most e^^licit expression in the famous aphotism 


of the Communist Manifesto: "The executive of the modern 
state is but a committee for managing the conmion affairs 
of the whole bourgeoisie," and political pov.er is "rke^ely 
the organised power of one claav for oppressing another."! 
Miliband adds: "This is the classical marxist view on the 
subject of the State and it is the only one which is to 
be found in marxism-leninism . In regard to Matx himself, 
howevr, ... it only constitutes what may be called a 
primary view of the State... for there is to be found another 
view of the State in his work... This secondary view is 
that of the»stata as indpendent from and superior to all 
social classes, as being the dominant force in society 
rather than the instrument of the dominant class.' This 
secondary vi,-w of the Stats in Marx's woric arises from his 
analysis of the Bonapartist State. Miliband concludes: 

‘For Marx, the Bonapartist State, however indpendent it may 
been politically from any given class, remains, and connot 
in a class society but remain, the protector of an economically 
and socially dominant class.' 

In the post -colonial society, the problem of the 
relationship bt 2 twr>sn the State and the underlying economic 
structure is more complex than the context in ^4iich it was 
posnd even in the Bonapartist State or other examples which 
arose in the context of the deveilopment of European society.' 

It is structured by yet another historical ejgserience and 
it calls for fresh theoretical insights. 


1. R. Miliband, 'Marx and the. State* , in R. Miliband and 
J. Saville (eds): Socialist Register 1965. 


The military and the bureaucracy in post -colonial 
societies cannot be looked upon, in terms of the classical 
marxist view, simply as instruments of a single ruling 
class* The specific nature of structural alignments created- 
by the colonial relationship amd re-alignments which have 
developed in the post colonial situation have rendered the 
relationship betwisn the state and the social classes more 
complex. The two patterns of historical development are 
quite different. In Western socie^ties we witness the 
creation of the nation state by indigenous bourgeoisies, 
in the wake of their ascendant power, to provide a framework 
of law and various institutions which are essential for the 
development of capitalist relations of production . m 
colonial societies the process is significantly different.- 

The bourgeois revolution in the colony insofar as that 
consists of the establishment of a bourgeois state and 
the attvendant legal and institutional framework, is an 
event which takes place with the imposition of colonial 
rule by the metropolitan bourgeoisie. In carrying out the 
tasks of the bourgeois revolution in the oalony, however, 
the metropolitan bourgeoisie has to accomplish an additional 
task which was specific to the colonial situation. Its task 
in the colony is not merely to replicate the superstructure 
of the state which it had established in the metropolitan 
country itself. Additionally, it has to err ate state 
apparatus through which it can exercise dmonion over all 
the indigenous social classes in the colony. It might be 
said that the 'superstructure* in the colony is therefore 
* over -developed' in relation to the 'structure* in the colony, 
for its basis lies in the metropolitan structure itself, 
from which it is later separated at the time of independence. 
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Tha colonial state is therefore equipped with a powerful 
bureaucratic-military apparatus and mechanisms of govarnmant 
which enable ic tnrough its routine operations to subordinate 
the native social classes. The post -colonial society inherits 
that ovf;;rdeveloped apparatus of state and its institutiona- 
lized practices, through which tha operations of the indigenous 
social classes are. regulated and controlled.' At the 
raoisent -of independence weal: indigenous bourgeoisies find 
themselves enmeshed in bureaucratic controls by which those 
at the top of the hierarchy of the bureaucratic military 
apparatus of the state are able to maintain and even extend 
their dominant povjur in society, being freed from direct 
metropolitan control. 

THE ESSENTIAL EROBLEf'l 


The essential problem about the state in post -colonial 
societies stems from the fact that it is not established 
by an ascendant native bourgeoisie but instead by a foreign 
imperialist bourgeoisie. At independence, however, the 
di.rect command of the latter over the colonial state is 
ended. But, by the same' token, its influence over it is 
by no means brought to an end. The metropolitan bourgeoisie, 
now joined by other ned-colonialist bourgeoisie^, is present 
in the post -colonial society.. Together they constitute a 
powerful element in its classstructure^' The relationship 
between neo-colonialist bourgeoisies and the post-colonial 
state is clearly of a diffeirent order £rom that which 
existed between the imperialist bourgeoisie and the colonial 
state. The class basis of the post -colonial state is 
therefore complex. It is not entirely subordinate to the 
indigenous bourgeoisie, in view of the power and influence 
of the neo-colonial bourgeoisie. Nor is it simply an 
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instrument of any of ^he latter, which would have the 
implication that independence is a mere sham. Neither 
bourgeoisie excludes the influence of the other; and their 
interests compete. The central propositicn v^ich I wish 
to emphasize is that the state in the post-colonial society 
is not the instrument of a single class. It is relatively 
autonomous and it mediates between the competing interests 
of the three propertied classes, namely the metropolitan 
bourgeoisies, the indigenous bourgeoisie and the landed 
classes, while at the same time acting on behalf of them 
all to preserve the social order in which their interests 
are embedded, namely the institution of private property 
and the capitalist mode as the dominant mode of production. 

The multi-class relationship of the stats in post- 
colonial societies calls for specific ej^lanaticn , and an 
examination of its implications. In this situation the military- 
bureaucratic oligarchies, the apparatus of the state, 
furthermore assume also a new and relatively autonomous 
economic role, which is not paralleled in the classical 
bourgeois state. The state in the post -colonial society 
directly ^propriates a very large part of the economic 
surplus and deploys it in bureaucratically directed econouic 
activity in the name of pronoting economic development.' 

These are conditions which ‘ differentiate the post-colonial 
State fundamentally from the state as naalysed in classical 
marxist theory. " 

The apparatus of state does not, however, consist 
only of the bureaucratic-military oligarchy.' VIhere 
democratic forms of government operate, politicians and 
political parties too form a part of it .' 'Where political 
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leaders occupy the highest of ficas in the stats, formally 
invested with authority over the bureaucracy and military, 
the role of cna mrsaucracrc-military oligarchy cannot be 
evaluated without a clear understanding of the priecise role 
of politicians and political parties in the state, and the 
extent of their pov;ers and their limitations. Politicians 
and political parties stand, at the centre of a complex set 
of relationships. On the one hand, they are sj^ected 
(ideally) to articulate the demands of those from whom they 
seek support; they are supposed to attempt to realize those ’ 
demands by the ir participation in the working of government. 
On the other hand, they also play a key role in manipulating 
public relations on behalf of those who do m.ake public 
policy, to make it acceptable to the comiTiUnity at large. 

For that they channel public grievances and seek to prom.ote 
an 'understanding' of the situation concerning public 
issues which would diminish potential opposition . Their 
relationship with the bureaucratic-military oligarchy is, 
therefore, ambivalent; it is competitive as veil as com- 
plementary. The ambvMence is greater where politicians 
who occupy high public office can influence the careers 
of individual merab«>rs of the bureaucracy or the military.- 

There are many vari.ants of the distribution or sharing 
of power between political leadership and bureaucratic- 
military oligarchies in post-colonial societies. Political 
parties at the vanguard of the movement for national 
independence inherit the mantle of legitimacy and the trap- 
pings of political , pow";r . Nevertheless, in a large number 
of post-colonial countries there has been in evidence a 
progressive attenuation of their power and correspondingly 
there has been e.j^ansion' in the power of bureaucratic- '■ 
military oligarchies, which- often culminated in an over 



•seizure'' of power by the latter. In general, however 
there has been accOTmodation as well as tension between 
political leadership and bursaucratic-military oligarchies. 
The former do serve a useful purpose for the latter.' They 
confer the mantle of political legitimacy on regimes and, 
through the charade of democratic process, they absorb 

public discontent and channel grievances. The role of 
political parties does not necessarily rule out the relative 
autonomy of bureaucratic-military oligarchies.' The essential 
issue is that of the relative autonomy of the state apparatus 
as a whole and its mediatory role as between the competing 
interests of the three propertied classes, namely the 
domestic bourgeoisie, the metropolitan bourgeoisies and 
the land-ovciing classes. Insofar as a political leadership 
participates in the performance of that mediatory role and 
in the preservation of the relative autonomy of the State 
apparatus, it is valuable for the purposes of the bureaac- 
ratic-military oligarchy; it becomes their partner i.e,' a 
third component of the oligarchy. It is only where political 
parties seriously challenge that relative autonomy and 
along with it the mediatory role of the bureaucratic- 
military oligarchy that conflicts arise in which, so far, 
the latter have prevailed. 'Ste have yet to see a clear case 
of unambiguous control of state power by a political party 
in a capitalist post -colonial society. The case of India 
comes nearest to that. But even in India the situation 
is ambiguous. The ruling Congress Party is by no means a 
party of a single class; it participates with the bureaucracy 
in mediating the demands of competing propertied classes, 
which at the same time participating with it in using state 
power to uphold the social order which permits the 
continued existence of those classes, despite the socialist 
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rHetoric of the Cong rass Party. Even with regard to ^ 
foreign capital, the actual performance of the government 
of India is very different from the rhetoric of the Congress 
politicians. 2 What is crucial to the present analysis is 
that behind the apparent power of Congress politicians, the 
Indian bureaucracy do^-s enjoy a v-ry isiide margin of autonany, 

3 

on v/hich recent research has throvjn some light. 



To understand the way in which r’:*l at ion ships between 
the bureaucratic-military oligarchies and politicians have 
evolved in India and Pakistan one must look at the historical 
background of the development of their mutual relationships 
and especially the institutionalization of a wide measure 
of bureaucratic and military autonomy. Before independence 
members of the bureaucracy and the military wt:.re the in~ 
struraents of the colonial power. One of their principal 
functions was to .subordinate the various native classes, 
and to repress the nationalits movement on behalf of their 
colonial masters. During the freedom struggle, they were 
on opposite sides of the political barricades from the 
leadership of the nationalist movement. After independence, 
the same political leaders whom it was their task to 
repress were ensconced in office, nominally in authority 
over them. Anew relationship of mutual accommodation 
had to be established.’ The- e;xperience of partial transfer 
of power by stages during the twenties and the thirties 
had, hovrev--r, already institutionalized procedures by which 

2. Hamza Alavi, 'Indian Capitalism and Foreign Imperialism*, 
New Left Review 37, June 1966, 

3. C.P. Bhambhri, Bureaucracy and Politics in India, 

Delhi ,1971. 
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the bureaucracy could by-pass the political leaders who 
had bTiisn inducted into office, on sufferance under the 
umbrella of British imperial rule. These institutionalized 
procedures were extended and consolidated by the prolifera- 
tion of bureaucratic controls and the fact that, by and 
large, members of the public have extensive direct, routine 
dealings with the bureaucracy which do not admit of 
mediation by political parties. Mi exception occurs only 
when individual politicians seek favours from officials 
for some of their supporters, in which case their relation- 
ship vis-a-vis the bureaucracy is weakened rather than 
strengthened. Politicans are reduced to playing the role 
of brokers for official favours. This mediation between 
the public and the bureaucracy is one of the important 
sources of political power in India^ as in other parallel 
cases. The politician can, however, ill afford to lose 
the good will of the official, and this influences the 
overall balance of their collective relationship. The 
strength of the bureaucracy rests on the extensive proli- 
feration of administrative controls and the direction of 
a vast array of public agencies engaged in a variety of 
activities. 


4. This ‘middleman* role of Politicians has been analysed 
in numerous studies, of. P.G. Bailey, Politics and 
Social Change - Orissa 1959, bon don 1963. 

Source ; New Left Review, No. 71, 73 -7 6 
Jan-Dec. 1972. pp. 59-64. 





Source: ‘state Capitalism and the Third Wor Id 
James Petras in Development and Change, Volume S, 
No .1, Jan; ‘ 77 (^.1-19) : :7.; 7 : 


Introduction ■ 

While in long rerm x/or Id- historical perspective 
it is probably correct to viev/ Third world prospects in 
dichotomous terms (socialism or neo- colonialism) over 
the short and medium run it grossly over-slmplifies^^^^^^^^^^^^ 
events and developments, under-estimates the political 
and social capacities of non-socialist forces and 
seriously distorts the actual class sttucture in for- 
mation in the Third World...,. , 

The early stages of capitalist development, 
especially for countries beginning their industrialisa- 
tion after 1850, has always involved lai'ge- scale state, 
investments in all or most of the essentiai areas of 
the econany for varying periods of time, in the last 
quarter of the 2oth century, faced with the mighty 
power of the MNCs, 'national* effort in the Third 
World requires a vastly eigaanded role on the part of 
the state. If indeed l9th century Japan required 
massive state investments to alter the balance of 
power between national and imperial capital, how 
much more so is this the case in , the underdeveloped 
econonies of contemporary Africa, Asia and Latin 
America, Under mounting international pressures from 
the imperial centres, with their voracious 
for raw materials and growing capacity to absorb 
local markets, the nationalist state remains the 
last barrier to total subordination and fragnentation 
in the new, international division of labour. 

Externally induced effort limits industrialisation 
in the Third World to particular 'moments* of the process 
- whether it be assembly plants, light industry, or 
capital goo ds (without the technico- re search capacities) 
Despitq the high growth rates which a minority of 
dependent coxmtries have experienced in recent years, 
the scope and depth of industrialisation - the qualita- 
tive aspects - hav e been far from acceptable. In 
many cases one finds that the greater the degree of 
externally induced industrialisation the more fragmented 


becomes the econcraic activity (the more immersed it becanes 
in the world capitalist division o£ labour), the- greater 
its vulneraM lity to external £ luctuations. For these 
reasons, -. among others, the externally-directed industrial 
effort is be'ccming increasingly rejected in the Third 
World in the form of a! natio n al sta te capitalist model 
which attempts to devise a different pattern of indus- 
trialisation which links the various phases of the 
industrial effort - from technological innovation through 
assembly - within the bounds’ of the nation-state. The 
key strata initiating and seeming to direct the conversion 
from neocolonialism (externally induced expansion) to 
state capitalism - via evolution, coup, popular uprising 
on seme combination - are the state sector employees 
(civil, and/or militairy). This last possibility of capi- 
talist development in the Third World then borrows 
‘socialist fotms* - political (one party state, socialist 
rhetoric etc.) and economic (state ov/nership, planning 
etc.) - to accomplish capitalist ends - the realisation 
of profit within a class societ y. 

Past and present experience with Third World 
state capitalist regimes suggest three areas of so.cio- 
economic change; a) major- efforts at transforming an 
agro-export society through national industrialisation; 
b) the creation of an internal market through agrarian 
reform which conccmitantly limits or eliminates the 
political power to the landlord class; c) the nationalisa- 
tion or control over natural resources and harnessing, 
the surplus to national development projects. 

The Gontemporary Historical Conjuncture : The failures 

of privately inSuceh natxohalist-capitalist industrial 
expansion is a fact that characterises most of the 
Third World in .the post-World War il period. The 
lack of capital, competition fresm imperial firms, 

' liberal' economic policies promoted by states, controlled 
by agro-export sectors, small internal markets, stiff 
conpetitidh in ternational markets, the low level 
of technology and the long maturation period for- 
profits relative to non-industria.l. investments, have 
all militated against large-scale, long-term invest- 
ments in industry by indigenous capitalists, in addition, 
national capitalists have frequently sought out foreign 
capital, selling all or part— ownership of the firm in 
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exchange for market outlets, technology^ access to credits, 
or for immediate access to cash. In general, private 
national capital has br:en confined to slow-growth con- 
signer industries oriented toward internal markets, whose 
size and growth is constricted by the lov; level of effec- 
tive consumer demand and vast social inequalities, both 
products of exploitative social relations- On the other 
hand, forc-ign-financed industrial expansion has resulted 
in heightened social inequalities, long-term decapitalisa- 
tion of the econony and in many cases enclave econcrnies^^^^^^^^ 
which fail to absorb the increasing number of urban umder- 
employed and unemployed. Besides, the sovereignty of the 
state gets eroded by external debts and political influence 
of f oreign-ovmed f irms. ... .State capitaliam emerges in 
part as a response to the unfavourable econcmic fortunes 
of private national capital and the high political and 
Social ‘costs' of foreign-induced econcmic expansion...,. 

The expropriation of imperial firms is both an economic 
necessity to state-capital induced accumulation and a 
source of political legitiraacy: by integrating the resources 
and capital formerly controlled by foreign firms into a 
' national' development effort thmigh the process of 
nationalisation, one of the essential elements, of the 
bourgeois-nationalist revolution is confronted, the formation 
of a national economy. ... .The expripriation of imperial 
firms does not call into question the fundarr^ntal issues of 
capitalist property relations. The transfer from im^rial 
to state ownership occurs v/ithout any radical shift in the 
social relations of production (including wago/sala^^ 
differentials, managerial prerogatives and/or the hierarchy 
of authority), market determination or profit calculations. 
State ownership does not in any fundamental way transform 
the conditions of exploitation of labour but rather reflects 
a shift in the source of exploitation and perhaps a change 
in the disposition of the surplus ( a greater percentage- 
is re-invested in productive facilities within the nation 
instead of in the metropolis), Prom the political vantage 
point, striking at imperial firm s avoids serious internal 
conflicts as fractions of the state-capitalist ruling class 
might maintain direct or indirect ties with indigenous 
property groups. The maintenance of a national private 
sector allows state capitalists who accumulate at the 
expense of imperial capital to branch-out at a later 



period in private venture Sc The sequence in some state- 
capitalist regimes is for state capitalists to acctjmulate 
private wealth through salaries and ether perq-ui sites# to 
r:pp<'*''T “C: t hror.f'h tb**-- sbato / to 

finance private investments through private savings and 
public loans and to eventually ’rc- invite’ foreign capital 
for joint ventures (o.g. Mexico). The existenv-c of 
'private econonic space’ allows this option to remain 
available even if latent during the initial period of a 
state-capitalist regime, in stimmary the principal 
characteristics of state- capitalist regimes are statism# 
econonic nationalian and c.apitalist- social relations. 

In the present conjuncture# national state capitalian 
appears. as a rising social formation displacing the 
traditional neo- colonial regimes and confronting the 
socialist aspirations of the masses. 

International and National sotting for State-capitalist power 
.'.'...The rise of national state capi’tai'isn occurs in a 
period of the rel ®.tivo declining power of U.S. imperiaiiam# 
the growth of in ter- imperialist rivalries, the 'decay of 
the nationalist vocation of the national private bourgeoisie 
and the relative wealeness of the newly politicised and 

mobilised mass movement of ^^orkers and peasants ...,A 

precondition for the creation of a national- capitalist 
econcxny is the nationalisation of imperial firms; the 
basis for creation of an internal market is the agrarian 
reform. Hence the state- capitalist regime is characterised 
by extensive efforts at nationalisation and land reform. The 
manner through which those radical reforms are implemented 
and the political and social consequences, however, clearly 
distinguish thes- efforts from a socialist revolution: 

The- state '''■acreauc;r"C''’ ■ro'".lacO'.' the imperia). investors and 
indigenous land owners as the organisers of production and, 
of course , the appropriator s of the surplus, .Unlike 
the earlier' bourgeois revolutions which led to the incor- 
poration of greater and greater sections of society, to 
private market relations, in the present period market 
relations and capitalist production are extended through 
the expansion of state .enterprise: first 'through expripria- 
tion of imperial firms, later through direct state invest- 
ments. unlike other experiences in which the state expro- 
priates unprofitable private enterprises, or operates firms 
at a loss to provide cheap services for the private sector, 
in state capitalist societies the expropriated firms are 
profit-making and are seen as the 'engines* of development. 
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Relationship of militr.ry to da ss structure : ...... State 

capitaiian should not he confused with state intervention. 

In the latter the state f-unctiens as a handmaiden of the 
private sector, not as an active competitor, providing 
credits, subsidies and cheap services at a loss, in 
state capitalist regimes the state as the owner of pro- 
ductive and profitable firms is a substitute for the 

private sector The state-capitalist regime attempts 

to redefine the terms of dependency and to contain labour 
demands to favour nationalist capitalist acGumulation.— 
The forms of national-state-capitalist accumulation include 
a variety of policy instruments: initially they can involve 
increasing tax revenue f ran the earnings of imperial 
firms; extending ov/nership to include management rights; 
limiting foreign capital activities to the external sector 
(conmerce); fragmenting their operations (exploration 
right, management contracts), limiting exploitation to 
specified time periods, limiting access to local capital, 
directing foreign-ovmed industries to export markets, 
etc. They culminate in measures involving varying degrees 
of nationalisation which have allowed the state capitalists 
to Capture the bulk of the surplus, .... .The state capitalist 

class without its external sources of finance must seek in 
and through state ownership m cans to promote the accumula- 
tion of capital at the expense of the working class. ...... 

Structural changes and ideological appeals without mass 
participation become the hallmarks of the transition from 
neo-colonialiam to national state- capital! am. 



I. WHY NATIONALISfcV 


At present the hit.lk of o'-ir industry .is undar private' 
ownership and control* The Congress Party before in« 
dep endende, had proclaimed that nationalisation of Icey and 
basic industries' i^/as one of the basic tenets of its econonic 
policy,' Even as late as 1947, the Econcmic Ccmmittee, urder 
the chaiscthanship of Pandit Jawaharlal Nehru, had reccm- 
mended early nationalisation of basic and key industries. 

But these have turned out to be only empty pr anises. The 
Government of India, under Pandit Nehru# announced its in- 
dustrial policy in 1948, which virtually assured a free field 
for private enterprise even in the sector of key and basic 
industries for at least ten years? end# even at the' end of 
ten years, there was to be only a fresh consideration of the . 
problem. The Prime Minister, in his characteristic manner# 
belittled the idea of nationalisation as an outworn idea. 
Both in profession and in action, the party in power has ^ 
indicated its belief in and reliance on private ownership 
and control of industry. 

The Record of Private industry 

"What has been the record private indxi.stry in this 
country? ‘ • The- earliest industrial units were organised in 
India almost; a century ago, and sc private enterprise has 
had a long innings, . though not on perfect wickets yet on 
one capable, of quite handsome totals. While it is true that 
Indian industry had to face many handicaps under foreign 
rule, on the whole it has been exceptienally lucky in many 
ways. The Swadeshi movement helped to create a market 
even for the dearer and inferior products t.hat were turned 
out by Indian manufacturers. Further, since 1920, a niBn- 
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ber of industries enjoyed the tenef it of protection under 
the partial fiscal autoncroy granted by the foreign govern- 
ment, Industries like iron and steely sugar, paper, matches, 
were built up only with the assi stance and guidance of the 
State, which meant considerable sacrifice for the tax-payer 
and the consumer. Further, the second World War pro- 
vided a heaven-sent opportunity to private industry, A 
sellers' market developed in almost all sectors and almost 
any product, of however low a quality, could be profitably 
sold. The continued world-wide scarcity almost throug]>- 
out the post-v;ar period, and especially the balance of pay- 
ments difficulties in India, ensured a trickling and erratic 
flow of imports. These conditions have continued in the 
post-war period also. No one can say that private industry 
has not had sufficient opportunity to build up a structure 
which would satisfy the needs of the ccmnunity. But 
what record has private industry to show for all these 
oppo3rt\jnities7 Lop-sided industrialisation, fabulous pro- 
fits, black-markets, tax-evasions. 

Industrial Backwardness 

After a hundred years of industrialisation, we roriain . 
considerably backward. The proportion of our population 
employed in large-scale industry continues to be small, so 
that heavy pressure on agriculture continues, resulting in 
a low standard of life for the masses in the country. As 
regards the development of different types of industry, , we 
find that our industrialists continue to concentrate only on 
a few easily managed sectors, private industry has been 
playing for safety and has shown little initiative in break- 
ing new paths in industrial development. The development 
of The Tata iron & Steel Conpany might be considered to 
be an exception, Iwt it should be noted that it owe s con— 
siderahly to the detailed recommendations of successive 
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Tariff Boards for its technical progress, and/ of course/ it 
could not have attained its present positi^i without the 
generous protection granted by Government. India con- 
tinues to remain backward in the development of basic in- 
dustries like, heavy engineering and machine-tool industries. 
The technical efficiency even of industries of long standing 
continues to be very low. In a century of industrialisation, 
we find no notable instance of any technical innovation in- 
troduced b^^ Indian industry. The so-called industrialists 
remained content xvith the profits that they could obtain by 
exploiting the worker, the shareholder and the con sianer, 
and showed no realisation of the necessity of technical pro- 
gress, Very few private industrial condems gave any 
attention to technical research and other methods for raisi- 
ing efficiency. The Board of Directors of the Industrial 
Finance Corporation cannot be accused' of an anti-capitalist 
bias as- a large number of the directors are bu sine ssm 
But in the reports of the Corporation we find a severe in- 
dictment and exposure of the inefficiency and unscientific 
methods of organisation and manag^nent used by privately 
owned industry in India. 

' Financiers - Not Industriaiists 

The main reason for this state of af fall's is that our in- 
dustry has boon under the control and ownership of 
financiers. It was the class of traders and bankers and 
money-lenders that entered the field of.,modem industry in 
India, Barring a few exceptions, the people who own and 
control modem industiry are financiers of the get -rich-quieik 
variety. They -are not entrepreneurs or industrialists in 
the real sense of the term. They are not interested in the 
continued prosperity of any industry. They have neither 
the imagination and, understemding nor the ambition and 
capacity of a Ford or a Nuffield to develop industry on an 
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entirely new basis so as to serve theanselves through serv- 
ing the people* They are just interested in making money# 
by any means/ fair or foul. 

This means# firstly# that only those industries are deve- 
Ipped# those products produced# which yielded big profits in 
a short period. Even if the necessity is for ordinary low- 
priced cloth for ordinaiy people# rayon factories for pro- 
ducing highly-priced cloth ar e established# and no capital 
beccmes available for the other purpose. The development 
of key industries involves considerable risks# they be acme 
profitable only in the long run# and so there has been little 
development under private enterprise of key industries. 

Defrauding Shareholders 

As maximum profits in the shortest possible time is the 
objective of our so-called industrialists the interests of all 
other sections of the community are sacrificed to this end. 

The ordinary shareholder# generally indifferent# or ignor- 
ant# is cheated so as to fill the pockets of the controlling in 
dustrialist. Defrauding shareholders in various ways has 
been developed into a fine art by our industrialists and the 
managing agency systemi is their chief instrument for the 
purpose. T he managing agent generally (barring a few 
exceptions# of course) is more interested in his own imme- 
diate profits than in the continued prosperity of the firm. 
Managing agency rights are bought and sold and the assets 
of the concern exploited to the detriment of the interests of 
the shareholders and the community at large. This scares 
i from industrial investment 

lltpliing to ca^ increasing concentration of 

liMibbi of <3ur^^^^^i^ be directly ascribed to the 

instrument of the managing agency system. 


Ex ploitation of Workers 


Tho Indian industrialist has seldon been known as an 
enlightened employsr. He has fought tooth and nail eveiry 
reform in the conditions of industrial workers, Chcap/ ex- 
ploited labour has alv/ays been an important factor helping 
to make up for the inefficiency of Indian private industry, 
so that profits continued to be made in spite of technical 
backwardness and inefficiency. 

Deceiving the Public 

The public, vahich patriotically supported the Indian in- 
dustrialists through the Swadeshi movement, and made no 
little sacrifice under the system of protection for the deve- 
lopment of Indian industries, has fared no better at the 
. hand's of our ''patriotic” Indian industrialists. The con- 
sumer has always been exploited through low quality and 
high prices whenever possible. Even before the war, the 
sugar industry had given a foretaste of the profit hunger by 
forming a monopolist syndicate to maintain a high price 
even while it was enjoying protection. The war and the 
p ost-war period has been specially useful in revealing the 
real character of the Indian industrialists. Creating artifi- 
cial scarcity, charging unnecessarily high prices, blacik- 
market operations, sabotaging government attempts to en- 
sure equitable supply and fair price.- to constome-rs - there 
v/as not a single method, legal and illegal, that Indian indus- 
trialists did not. use (or do not use) to exploit the consu- 
mers for their own profits. No doubt a weak and indifferent 
foreign Government during the war, and a weak and con- 
fused (perhaps interested and servile) Government in the 
post-war period, has helped them to carry on with impunity 
their anti-social activities. But experience has at last left 
no doubt in the minds of the ordinary public as to how far 
our "industrialists” are interested in the welfare of the 
canmunity. 



The Monopolist Octopus 


Because of the poverty of the country there is little 
capital available for industrial development. Therefore, 
the very ana 11 group of people Vv?ho can command this 
capital are in a position to cscploit the situation, especially 
as due to nationalist sentiments and aspirations we are 
ready to provide partly guaranteed end exclusive internal 
markets for their products, A large part of the profit ob- 
tained, (leaving aside of course the present black market 
profits), is jus6 in the nature of monopoly profits. Such 
monopolistic tendencies have teen actually accentuating 
since the end of the second World War, and a fei-J groups 
are increasing their octopus- like hold on the Indian eco- 
nomy. ( See Who owns India - Asoka Mehta ). Groups 
which control basic production like steel, or cement, or 
power, or necessary consximers* goods like cloth, or finance 
(through control over banks and .insurance companies) are 
very powerful and can dictate to the Government. They are 
a menance to the public in general. .Is it proper that organi- 
sations which are in a position to wield such a control over 
the community should continue under the direction of indi- 
viduals who are in no way re^onsible to the conmunity^ 

Could this sort of conditions te; called democracy? D^^no- 
cracy is threatened by the growth of such monopolistic 
large private interest economic groups. The dangerous 
tendencies like capitali st-deminated chain of -newspapers, 
indirect i nfluence through various means on political 
parties, and corruption of pviblic men and public officials 
which are gathering more and more strength in India have 
to be checked, if donocracy is to te established on a sound 
footing in our young Republic. 


II OUR stand 


The Socialist Party stands fo~ nationalisc.tion of the 
basic and bey industries, of the basic financial institutions, 
and of industries which cupoly 'basic consumer goods like 
cloth. Nationalisation would moan that industry v/ould to 
developed on the basis of a long-range plan, priorities in devc 
Lepment would be determined on -the basis of social welfare 
and, most important, there wo-'-.ld Ice no fear of the plan to- 
ing sabotaged by selfish mono; -oly groups as the basic 
fields would be directly u.nc the control of ohe otate. 
Whatever profits are made would x- ploughed bade for 
further economic development according to plan. More 
attention would 10 given to rationalisation and technical 


advance so as to raise efficiency. Labour would l 3 e grven a 
fair deal and, by various methods of industrial democracy, 
their usefulness to the corantinity would be enhanced to- 
gether with an increase in theix' welfare. A system of 
equitable^ distribution at fair prices could be su.ccessfuHy 
worked, as there would to no ‘'patriotic industrialist" 
friends sabotaging the schemes. It should .be noted that, 
as under any scheme of rapid economic development large 
savings will be necessary for capital formation, shortages xn 
consumer goods are bound tosrist for a long period. But 
■a system of equitable distrilxition would minimise the 
necessary sacrifice and onsiire. a just distribution of ^ the bur- 
den. AS the Government would to controlling the basic 
structure of the economy,, riv-ta industrialists in the remar- 
ning sectors would also find it difficult and dangerous to 
sabotage Government plsns and schemes. With the elimi- 
nation of very large monopoly groups controlling impor- 
tant sectors of economy'; dangerous anti-democratic ten- 

dencies like control of public op.ini on. and influences over 

political parties would; ■alsp,r.diiM.nish in importance. 



Pi^ime Minister Penci'; 
of nationalisation when at 
policy of his Government, 
den itself with old outwor 
to him, the Government sho 
more promising in the fut'a 
fallacies involved in this 
above, basic and key incai: 
only, because they are not 
ed by private entrep 
ous to alio w such 
sons or corporations not : 
it has bcien the e3cperic.nc 
that it is extremely diffia.ilt 
owned industries in the in 
th© bulk of the econtmy is 
control. Secondly, in 
acutely Scarce, is it wo: 
satisfy wants which o 
perhaps semewhat le 
industries could 1x2 
want for cloth? 
the bulk of the 
must adopt such taxatior 
capitalists and financi^ 
those industries . This 
ance of wide inequalitis": 


lustnes, ne asks' According 
inter new fields which are 
ThOre are a number of 
tatement. First, as pointed out 
tries have to be nationalised not 
sufficiently and properly develop- 
s but also biecause it is danger- 
sic industries to be controlled by per- 
resi^onsible to the community,: and 
i'-’ in our country, as elsewhere, ’ 

i effectively to control privately, 
ets of the community, when 
:nder .private ownership and 
co’.''.ntry like our s where capital is 

thwhile to start new industries to 

■ho old industries are satisfying, though 
Sc; efficiently? Moreover, what **new*' 
oev..lopt2Q, for example, to satisfy the 
Further, if the Government has to allow 
existing inoustry to be privately owned, it* 
and other policies as to induce 
rs to save and invest their funds in 
would necessarily mGc-in the continu- 
- of income? and the possibility of 
State controls and plans being put out of gear by the non- 
*"^^P^t 4 fipn of private industrialists? and the depc'ndence 
even £oi:'_ fete development' ;d£ "new" industries on the favour 
of the rich financiers. From where, under this scheme. 


'6 


“ 9 - 

would the StBt rais'- finance,- for the development of its 
ovm industries exc-vot thruu.gh loorrov-'ing"? The capitalists 
are bound to resist ell progressive social and econcamic legis- 
lation - minimum wage, social insurance, dividend control, 
death duties etc, - and e-3 the er-eperience of the last few 
years clearly indicates, v;e will have neither enterprising 
and efficient private s-. ctor no3r the key public CwCtor, Capi- 
talism is possible only on tcims of laisscz fais ; Those who 
reject lalssez faire but do not accept the logic of nationcali 
sation only maim capitt:li£ 3 'n and stultify socialism. 

Further, is Pandit Hohru.’ s Government invariably fol- 
lov/ing '-ven the policy?- of organising now industries as 
State concerns? A number of nev; concerns are be ing floated- 
by private industry eftiur indep .:nd-jnce in co-operation with 
foreign capitalists, the foreigners generally proviciig the 
machinery and the Icnow-hov.’, and Indians the bulk of the 
finance. Could not these industx'ios be as well started as 
State ■concerns from the teginning? Foreign capitalists 
would not have been averse to enter into agreements v;ith 
the Government on at least as favourable terms. So we 
find that the prime Minister's answer to nationalisation was 
a fallacy made to sound plausibl e and nothing more. 

Ccynpen sation 

Compensation ha;.. l3c-en one of the main bugbears in 
nationalisation. If the various industries aix; to be taken 
over by Government, large amotints, would have to be paid 
as compensation. From where, it is asked, would the, state 
raise all that c«mount? Would it not create an intolerable 
financial strain for the Government? The Socialist party 
has decided upon an effective- solution of the problom. While 
compensation will be formally- paldu^hen an industry is 
taken over, £o r. largo industrialists and businessmen this 
would be Only a'&bk-entry/a$,;''Uridar the scheme of capital 
levy that bh«? 'SbcialisfciP^^;;^.'Cuid adopt, ' their large for- 
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tunes would largely loo surrendered to the Government and 
hence the shares in their possession would autonatically be 
nsferred to public ownership. The anall investor Would 
continue to hold the shrrros or he would loo paid in terms 
of Government Bonds on which a fair return would be 
guaranteed. The measure of capital levy wo uld solve two 
problems at a ^ time, it win reduce the inequality of pro- 
perty possessions which is the main reason for the present 
inequality of incomes; and it win considerably lessen the 
financial strain involved in nationalisation. . 

Personnel 

Another useful objection raised against ..nationalisatioi 
IS how Would the Government run the concern once it is 
brought under state ox-n.ership? Where would Government 
find the men to carry on the regular routine work? Now 
there is an obvious answer to it. Our industry today is in 
reality worked by technicians and salaried managers. The 
so-called industrialist, many a time, does not understand a 
thing about the working of the industry. The people who 
really run the concern wuuld be employed ty the State in- 
stead of ty the private corporation, and there is no reason 
why ^ they should not continue to do their work at least as 
efficiently, if not more. As a matter of fact, all employees 
uld be expected to work betoor in a nationalised industry, 
because they would be working for the community and not 
for enriching any individual, of course, they could be ex- 
pected to do this only if they believed that the state was 
working the industry really for the tenefit of the commu- 
nity as a whole, and if the organisation of the industry is 
such as to induce them to take a personal in teres t in the 
suGces^ of the concern* ■ i '--' • 

. ' ■: , Li.' ' ; 
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state lnit ic;'bJ.ve 

It is said tha': tne St-ts ic: not capable of talcing initia- 
tive or trying experiments and Is thus not crmeble of deve- 
loping nev; industries and 'maintaining efficiency adopt- 
ing technically advanced methods. First, as we savj 
above, the record of private industry in India in this resp-ect 
has not at all been enviable. Secondly, the development of 
a number of new types of industrie^^s in Mysore state iJinder 
the direct control and ovrne r ship of Mysore Gove I'nment 
during the last three decades shows that a State actoinis- 
tration is capable of taking initietive and risks, : d ^ 

It can be safely said that the initiative shown by Mysore 
Government was unequalled loy any private concern ex- 
cept perhaps the Tatas. The efficiency of -Mysore industries 
was always at a high level unlike many of our privately 
owned industries. This example indicates that the State is 
quite capable of taking initiative and organising new indus- 
tries - provided of course that the Government believes in 
its own capacity to do so. 

Defects in pre-sent State Enterprises ■ 

Thi s doe s- not me an that v the Socl all st P ar ty i s . blir to;:; : 
the possible dangers inherent i-n the vjorking of nationalised 
industries. While vejry fev; privately o^wied industries in 
India can be.,, Considered to be more efficient than the rail- 
ways owned by Government, there is no dpubt at that 

the structure of state-owned business concerns is not, as it 
should be, in India. , There are many defects in the methods 
used in these concerns, and they should be removed if these 
concerns .are to work efficiently and win the confidence of 
the people. The state , pro je.cts like the sindri Fertiliser 
FactoiTy, the .pre-fabricateeV Housing Factory, tbe, Nagpur 
Paper Mills, ' etc, under' -thd Congress' Governments have 
been worked In such-.f fashlotj' that a Government deliber- ' 
ately working' to discre^aitp^trion^lisation could not, have 


done anything worse. M?ny of the projects were not pro- 
perly planned; the whiras of ministers or non-expert civil 
servants played an unnecessarily large part in the planning 
and execution of the projects; no long-term planning re- 
garding State projects in general was attemp-ted so that a 
very large number of proj--cts vjere talcen in hand simulta- 
neously and all these cou.ld not he simultaneously financed 
at later stages vjhen increasing finance was required, and so 
capital was locked up over long periods; experts or consul- 
tants who had no idea of the Indian background were ap- 
pointed as heads of organisations and they committed a num- 
ber of serious mistakes; grandeur of construction ("Largest 
in the World" or "in Asia") vjas unnecessarily given too 
much importance, leading to over-capitalisation. The rail- 
ways and many of the new industrial -and business projects 
have been department ally managed too long leading to a ■ 
division of responsibili't^’-j. v;hich has meant that the main- 
tenance and improvement of efficiency has not been the de- 
finite responsibility of any single official. Civil service 
methods of recruitment, appointment, premotion and dis- 
missal, have been used in this field, where business-like 
methods should have bean used. Lastly# the Government 
has been too soft regajrding the officials put in charge of the 
projects. , Success or faikare has not made much difference 
to the officials in charge. The Gsfvexnment have also fought 
shy of open enquiries into mistakes alleged end, when en- 
quiries were made, the reports have not been made avail- 
able to the public. The Government has forgotten the old 
saying; To do good to the evil is to do evil to the good . 

Such ways lead' to unnecessaJt^ suspicions about the, real 
state ' of , affairs,. ■ perhaps, it' might le said that'- such mis- ■ 
takes Wsre ineyitable ih ; tlwJ: case; cf a pafty which did not 
'"believs^ rPaily.'in ,<h,ahipnaiisahipnw'.' 





Orqrinis-:-ti:>n c£ St 


s Elite. rprisej 


The Socialist Party organisvs Stat-i~ox'^ne<3 in- 

dustries on altogcthv-r c'if i>.;;X'ont lines. The industries viould 
be organised as autonomous uublic corporations. Depart- 
mental management in the case of public enterprises vjould 
be done away with z.s fa:: as possible. 

While th& Government vdll continut; to enjoy these 
ultimate powers, in the actual d.ay-to-day management of 
the concerns the managing authority vdll enjoy a consider- 
able degree o£ autonomy, Si'ch autonomy is essential for 
efficient management and ths departmental management of 
most of the state-owned concerns upto now has been one 
of the main reasons of the bungling end inefficiency that 
continues to prevail. Government machinery by its very 
nature is not suited to the management of business and so 
a different type of organisation has to be built up for that 
aspect of State activity. 

peirsons who have ejiperience of management would 
be appointed to the Boards and to other important positions 
and those appointment-:, ’-/ould loe continued only on the 
basis of results shown. The b.; st qualified people vrould be 
appointed to important posts through a prope:: recruitment 
organisation. The terms of seiryice, premotions end dis- 
missals would be more business like and there would be 
established a definite and direct relationship, wherever 
possible,' between efficiency and reward, of course, social- 
ised industry could profitably use not. only monetary but 
also non-monetary incentives; these latter cm and will be 
more effectively used , in socialised industry. Scientific 
methods of management which- .cire . almost conspicuous by 
their absence .;in private , -industry,' today, would be effective- ■ 
ly u,sed in : socialised - indubti^i ■ i ' , . . - • 
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*' gn_Xightcnod Ruthlessness ” 

The nationalised indiistry would ba recjuired to sukmit 
detciled periodical reporta to the legislature and also to 
make all necessary infc^pnction available to the public. Any 
case of failure to attain targets^ corruption etc. , would he 
immediately enquired into and the information would be 
made available to the public. "Enlightened ruthlessness" has 
been described by Mr. a.D. Gorv/ala as that power within 
a man in authority xAich enables him to take dedisions 
solely on grounds of the public good^ whatever the strain on 
hxs own emotions or loyalty, the effect of such decisions on 
particular industries, the closeness of the ties betxveen him 
and the individuals, or the strength of the influence they are 
able to bring to bear upon him. This quality is very much 
wanting in public administration generally and',’ to a very 
large extent/ in the administration , of economic affairs under 
the Congress regime. The Socialist Party would act on this 
principle of "enlightened ruthlassness". Criticisn of the 
working of the nationalist:';d industries would not be frown- 
ed upon but workers/ consumers end the public at large 
Would be invited to show the defects in their working. The 
continued efficiency of those industries would be ensured 

o nly by g process of constant examination and constructive 
critician. 

D ccontrali sa tion 

The industries v;ould be organised on a decentralised 
basis as, far 'as possible so that . the local management and 
labour , wou, Id feel re spoil siMe , for' the proper arunning of 
the Concern. While some machinery for co-ordination 
would obvipusiy /;be‘ n^cofesaiY/ . the Socialist Party does not 
. '.belieye Inothe; '..jcrWtlph'; of hu,ge ra'onopolistic nationalised’ 
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Safogv i Inq Ccnsumors* Interest s 

Labour would bo rccopbv-d. os - partner and ?■ s a co~ 
trustee in the nationr. li iod industries. The State would 
provide for wages and pro';:er -working conditions for the 
employees. This doGo not rac;n eh't labour in these indus- 
tries would be given special a.dvantages at the expense of 
the Community at larger, Mor- important than this/ new 
opportunities would b-- openoc', for the ordinar-y employee. 
Facilities for advancement through training would b e pro- 
vided, so that an ordina;r^r v;c,rkGr coxild aspire to rise to 
the top, Machiner y for con -rultation would be provided at 
various stcoges so that th:- ordinary x-zorkor would have a 
voice in the running of the concern. Thus wc would move 
towards Industrial Dernocraoz, 


S copG of Nationalisation 

Nationalisation would, cover not only the basic and key 
industries but also industries which considerably affect the 
life of ordinary people end whor'-^cmopolistic tendencies 
have made proper control of price end quality imioossible. 

It vzould also cover basic financial institutions/ mines and 
plantations, and rail and. motor transport. Of course, all 
such* industries cannot loe t "ken over at once. experi- 
ence is gathered , and an Economic Civil service is built up 
and expended, more and more concerns would be taken 
over. Industries in which the ana, 11 capitalist predeminates 
will not be; taken over as far as possible, though the State 
would encourage co-operative industries in such sectors. 

The financial policy of the S .fate.. would be such as to reduce 
inequality of .incomes. Capital formation through anall 
savings, co-oparative organisations ■and socialised industries 
would be . relied. upon / , as aga4hstl; .capital formation throu.gh ■ 
rich individuals, Except - fope^alle concerns/ capital invest- 
ment, would 'be,, The 'major ^ ; 




financif.l agencies would be nationalised for this purpose. 

To conclude, the economic conditions of our country, 
and the record of our privet-- indust3ry, both show that the 
nationalisation -of some iraportant sectors of our economy is 
absolutely essential in the interests of economic develop- 
ment and economic wolfafcc. The Socialist Party accepts 
this proposition. The Socialist Pa.rty also promises that 
the organisation and v;or]cing methods of the State-owned 
industries have to be so evolved as to avoid concentraion, 
ensure efficiency, develop industrial democracy and pro- 
vide a fair de?:l to th- consumer. 
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Points for c onsideretion of the 



Sb.ri Viren J. Shah 


Tiio basic objective before 1die Committee is to 
examine and su£':gest means to achieve de-centralisatllcn of the 
economic pov/er and healthy industrial devia.o-pment. Eie 
National Executive Resolution also adds that it is imperative 
for the above th- t control and hold ngs of large Industrial 
houses are effectively reduced. The basic consideration 
before the CoiniTiittee would 5 therefore, be dectntral isa'.tion 
without adversely affecting healthy industrial development, 

2. T’le Election Manifesto and the Steonomic policy 

Statanent lay emphasis on the fact that the prty would steer 
clear of the evils of capitalism and State capital isiii and the 
decentralisation of economic power is to follow Gandhian 
precepts. We must guard aigainst the growth of monopoly and 
seek to achieve the widest possible dispersion of the ownership 
of property and means of production. Ihe Documents also state 
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De Liie policy of Janata Goverment to encou age nev 
an crepreneLii's 'in now lines of industrial activity. 

4, The Party Document also says that we will ensure 
optimum production per unit of capital investment in the 
field of industry. Tlie public sector has to set -tiie tone of 
national economy by improving efficiency of public sector 
enteiprises and managerial capabilities. 

5. Eie Comiiittee has, therefore, to suggest such steps 
which will lead to growth as a basic objective for sod. ’al 
justice and also reduce concentraation of economic power in 
the hands of a few as_al,_ so_in the hands of the State . 
B^y gnt f fi a. l; , a and data wi , ].l have to be obtained T.n-th 

large houses as__al so the -public sector 
CO rpo rations. Inc id entai i • 

^^dLC-Jjafg rmation about 
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6 Thus, the policy will hsve to be :lii the context of 

growth, prodiicti-vl ty c-nd efficiency. ¥e cenriot cfford to 
lose sight of the existing adEiinistrrti''/e structure of the 
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jrnrasnt and the -oublic sector corpoT'? tions which we ina:/ 


not be able to drasticclly change over night. 

7. The data which are being collected should clearl y 
1 ndl c ct e t ho s t g, tu s of ohe Gove r aiment-o wned co ni-oanies and 

tdio se o f j^e Ic rge ind ustri al b.ou sos as it yv.s in 1965~66, 19 7 5- 
1 975-76 -n d n ro.le cto d for 19 83-8 4. Tne information should be in 
aeaiiirigrul tcrins. This v/ould enable us to judge to v/hat 
extent tie public sector is acquiring progressively greater 
p re-doninant role in hie economy. The Committee vdll have to 
see as to Iiow tiis role of the public sector can be designed to 
benefit consuniers and the tax-payers -'’t largo. Vie must also 
examine the different -product areas in which large ’souses 
are currently engaged. This may enable the Gomniittee to 
determine whether cliere.are such product areas which the 
large houses maiy be asked to divest themselves of, 

8. The question of vertical integration versus horizontal 
integration merits carefuL- examination. It may appar ’th-at 
the local conclusion of asking a company to expand oiiLy 
vertically msiy lead to that company acquiring a dominant role 
in the maneifacture and distribution of that particular 
product. If several’ companies are allowed to have diversificat- 
ion m onepcompany pr ,a,.'g;roup\of :bi' house would acquire' such, ■■ 

a dominant ub.si-tioh.f wbhld,, p hrmi t co'mpeti.tion leading 


to' bette-rj'robud ts:4 o'r ■ 


9, Under the existing laws and Governnient orders the large 
hous-^s are barred frnir setting up new iacilities for iteios 
other then those prescribed under the ’core’ sector. If 
neceso ry, this area may be reviewed. We will also have to 
examine that in ca.se they are divested from some industries 
whether Government slxiuld takeover these industries of 
create conditions by which new entrepreneurs could acquire 
such industries. Simul'taneously, it will be necesiary to 
consider and recommend steps which would lead a larger numbe] 
of new entrepreneurs to set up industries. If there are 
inhibiting factors today they need be examined and reconmiend^ 
ions for removal of such factors to considered, 

10. The Committee should also ascquaint itself with the 
reasons as to why the public sector, as it is today, is not 
giving returns and also the main constraints and inadequanies 
in its successful functioning. Ultimately, the public sec to] 
has to. provide goods and services to the people at the 
lo.rest cost cxnd also give adequate returns to the 
Exchequer. By 1982-83, more than Rs. 30,000 crores will be 
invested in the public sector. One would like to see hovj a 
15 per cent return on this ■ investment is ff.rned by the 
Exchequer. 
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L^ xRGS HOUSES - 
.'JSiD ' ■ 

ca'.csaTRi^iTio:; of economic po/vSr 
' ^ (Summary) 

Zconomic power of large houses, in terms of market 
share, is negligible (para 1 ,2) , These houses have 
a vital role in promoting grovrth of industries like 
cement, steel, alurainium, etc. to which the Minister 
of Industry made reference in his Note to the Exe- 
cutive Committee of the Janata party (para 1,4), 
Already there is enougii legislation to ensure that 
any economic power at the disposal of these houses 
is not abused. (Para 1,5), 

It is usually complained that abuse of econcmic 
power leads to, firstly, generation of unaccounted 
money, cind, secondly, appointment of relatives etc, 
in lucrative positions, (Para 2.1), Hox^ever, it 
must be appreciated that unaccounted money is due to 
scarcities and the exercise of different types of 
controls by government. Also, there are e:ctensive 
provisions in the Companies Act requiring govern- 
ment’s approval for appointments of persons in 
important positions-,. (Para 2-, 4) . 

The share of top ti«;enty houses in industrial 
assets in India is 14 per, cent;, in U. K, and USA. 

„the share of top tv/enty companies is 45 per cent 
and 32 per cent respectively, (Para 3,1), Moreover, 
the share of top tv;enty houses in total industrial 
assets in India has, ^decreased from 15,4 per cent 
in 1972 to 14 per cent in 1976 and will be only 
12,3 per cent in 1982,. (Para 3,2), 
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Concentration measuroc' in terms of gross assets 
is unrealistic. If at all assets are taken as the 
norm tney shoulo be computed after deducting 
liability. (Para 3.4). 

The apparent growth of large houses is mainly due 
to inflation. Replacement of capacity costs is 
very much more than original value of assets, 

. (Para 4.2 and 4,3) , 

The largest enterjprises in different industries in 
India are^ in size^ on^-y about 2 to 4 per cent of 
the units in stmilar industries abroad. (Para 5,3), 

Technological improvements and generation of internal 
resources make grov;th necessary whether the enter- 
prise is large, medium or- small. (Para 6,2 and 6.3), 

The products manufactured by large houses are 
mainly those in the core sector and have helped 
import substitution (para 7,2), The areas open to 
large houses cannot be static and should be reviewed 
from time to time. ■ (Para 7.3r), 

Diversixication of production is necessary to 
avoid increase in marlcet share in any product, 

(Para 8,4). FTIT, for instance, has gone into such 
diverse - lines as machine tools, watches, electric 
bulbs, etc. 

Financial institutions should primarily hold shares 
of new undertakings and dispose, of shares which are 
in public demand. This will help rolling of funds. 
(Para 9.3). 
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Lc.rge housas ars already subject to er.tensive 
government control opei'etsc- througri inciustri-^l 
Licensing^ PER.., Essential Commodities Act, MRTP 
Act, Company Lav/, etc. (Para 10.1),. 

I’Jationalisation leads to State capitalism v;hich 
is against the ethos the CT anata Party. (Para 
11,1), In spite of the high share of t’ne market, 
tliG 02 rrris.n'C€} oir j[puoj_xc .scctoir, 0 n.c^iru,xris 0 o, ,is.. , , 

poor (para 12*1) • Siraiiar under cakingri in the 
■-private sector earn higher profits (para 12,4)* 

Inst’eacl of the 'negative.. .rQ-easure., : of , 'n.atioriali.sat.iQn 
T.Thich results in the outflov; of governinunt funas 
v/ithout any creation of cidclitional cosset S/ it is 
necessary thcit grec-ter attention is paid to 
s chene s v/h i c h Vv i 1 1 gen er at e enip 1 oyriie nt / ■. /i cie n 
entrepreneur! 0.1 basc^ g^'rornotc siiiall scale Indus trico^ 
et c . ( Para 13*1) * 
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LARGE HOUSES 
AND 

The National Executive of the Janata Party which 
met on 18th January 1979 reiterated that "the Party-'s 
commitment to decentralisation of economic pov;er and 
healthy industrial development malces it imperative that 
control and holdings of large industrial houses is 
effectively reduced and authorised the President to 
appoint a Committee "to study the position in depth and 
make necessary recommendations in this regard". The terms 
of. reference of the Committee are not precise. But, it-- 
is clear, the way the Resolution is worded, that decent- 
ralisation of economic power has to be achieved in a 
manner that would not adversely affect healthy industrial 
development. 

8 

mAT IS ECONOMIC POl^?ER? 

i#l Economic power has been general-ly misunderstood. 

It may imp.ly two things: 

- Power to influence the market; and 

~ Power to influence the political machinery. 

1*2 It is certainly iirportant that the market system 
is open to competition and, one single undertaking, or 
undertakings belonging to a ‘house", do not control a 
large share of the market to be able to influence prices 
and distribution. Industrial development in our country 
has fortunately been broad— based and in almost all 
industries the market share controlled by any single 
enterprise or group is . relatively small* 
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1*3 There arc circumstances in which the ntornber of 
units manufacturing any product cannot be very large* 

For instance, x-zhen now items are introduced, there is 
bound to be only one or twO: units in the industry. 

Sirro'.larly, in industries xfhere large investment is involved 
end the market for the product is relatively small, the 
ruoiobor of producers will not be very large. 

1.4 The Minister of Industry in his Note entitled 
'Reguiroment of Additional Investment in the Industrial 
S,^ctor' submitted to the Executive Committee of the 
Janata Party at its meeting held on 15-l7th January 1979, 
pointed out that a large gap botx^?cen demand and production 
X'.dll be created by 1982-83 in industries like fertilisers, 
aluminium, cement, commercial vehicles, railway 

X’Jagons, plastics and intermediates, synthetic fibres, etc. 

In respect of many of these items the gap betv/cen production 
and demand is at present made good from imports, in some 
Cases, even at prices higher than the domestic cost. 

Those shortages have to be made good by the private sector. 
It would be incorrect to think that the country should 
continue to depend on imports sinply because the additional 
production, if undertaken by the private sector, would 
result in an increase in the size of large houses. 

1.5 Economic power, at any level, can bo detrimental 

only if it is abused. This would mean interrupting the 
fr- c competitive madeet forces with a vievj to regulating 
prices and earn extra profits. In other v/ords, the abuse 
of economic power is conerminus with restrictive or monol- 
polistic practices. There is ..enough ■ effec tive legislation 
on the subject. The Monopolies. Commission acts as a 
x>ratch dog. ■ 


POVIER OP PATRONAGE 


2.1 ISro other abuses of economic power the possible 

(i) ' the generation of unaccounted money 

(ii) power of appointing relatives etc. in 
iucrative, positions, 

2.2 Enterprises can be in a position to generate 
unaccounted money which is apt to be utilised for 
e:}cercislng political influence. Generation of unaccounted 
money is not due to the size of the undertaking as much 

to the system in which enterprises - large or small# 
public or private - function. When the system is 
regulated too rigidly through a variety of controls 
there are bound to be opportunities for generation of ‘ 
unaccounted money. What needs to be considered is how 
the system could be made more open and production is 
continuously enlarged so that the very scope for generation 
of unaccounted money is eliminated. 

2.3 The existence of unaccounted money is a ref- 
lection on the sot up. It would be too naive to assume 
that the generation and circulation of unaccounted money 
is limited pnly to private sector. It has a much wider 
scope and possibly the spread in other spheres may be 
much more. 

2;, 4 It is also time that the management is in a 
position to appoint persons in important positions not 
entirely- on considerations of merit. To some extent 
this is checked by Government. For instances 'the 
following appointments need- Government approvals 

(i) A firm to office, to profit for a 

term of ten yea-rs. 


Cost auditors/ 

Managing Director/ 

Sole selling agent having substantial 
interest in the Gornpany* 

Sole selling agent by Corrigany with 
paid up Capital of Rs, 50 iabhs or more. 

IS I^RS CONGE MTRAT ION? 

3,1 In 1*976/ there v/ere 76 large houses as defined 

under section 26 of MRTP Act, 'apart from the 82 single 

large undertakings each v/ith assets of over Rs, 20 croros, 

'There share of those undertakings in total industry^ in cur 

country ds substantially ..loss in coiriparison with that in 
, u 

USA or UK/ even though their industrial history is much 
longer. y 

TABLE - I 

Share of top 20 large 
house s/corrpanios in 
industrial assets 

14.0 
32.3 ■■ 

45.0 

Note: With respect to India the share 
pertains to 20 large houses. 

ni-: -to' sales 

* Relates to the- share of largest 100 
in net output, 

3 *2 A significant trend in India is that the share 
of large houses in industrial assets has been declining, 
Betvrcen 1972 and 1976 their share dropped from 25 p er cent 
to 22.7 per cent. 


Indian 

USA® 

UK* 


(ii) 

(iii) 
( iv ) 

( V ) 
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TABI^ - II* 

(Per cent ) 


Share of large houses in 



Industrial 

aasets- - 



1972 

1976 

22m. 

Top 2 large houses 

6.2 

5,5 

4.8 

Top 20 1 arge houses 

15.4 

14.0 

12', 3 

Top 50 large nousos 

22.3 

20,1 

17.7 

All largt 2 houses 
(excluding single large 

25.0 

22.8 

20.0 


undent arcings) 


* See Appendix - I- A 

3.3 The degree of concentration, has. been perceptibly 
diluted in the past five years and taking into consideration 
the fact that public sector enterprises are growing at about 
twice as fast as large houses/ development over the next 
five years, would reducrj the share of large houses even 
further* By 1982 the share of the 76 large houses in total 
industrial assets will come dovm from 22.8 p^r cent to 
20 per cent.** 


** See Appendix II and also table II 


3,4 ^ Concentration of economic po'.’/er has been merisnred 
in terms of total assets. It does not take into account 
the liabilities that the enterprise has to incur, ^-tiile 
the measurement in terms of financial assets is vjrong in 
itself# the clubbing together of loans and ovmcd funds 
distorts the picture even further. If at all assets are 
taken as the norm# they should be taken net rather th,?.n 
gross. The difference is significant. In the case of 
1950 coiTipanics (RBI Sample) # the ovmod assets of the 
companies were only 35 p'''r cent of the total assets. If 
not assets are considered, the number of large houses v/ill 
be reduced to 43 on the basis of Rs. .20 crorcs norra. 

GROWTH OF I/ARG E HOUSE S 

4.,1 The total assets of the large houses end single 
large undertakings registered under Scction26 of the 
MRTP Act incre,-ised from Rs. 4947 crores in 1972 to 
Rs, 8041 crorcs in 1976 or at a compoiand rate of 13 per 
cent pc-r year. The grov^th of assets has created an 
inpression that large houses arc growing at a vorg^ high 
rate. This is not quite so because of a va.riety of 
:factors, fv 

4,2 Firstly# the addition to assets include re- 
placements as also new capacity. If a boiler costing 
Rs, 50 #000 is replaced by another boiler exactly of the 
same size but costing# say Rs, 10 lakhs, the productive 
capacity of the unit remains absolutely the same but 
there would be a net increase in assets to the extent 
of Rs, 9,50,000. This increase is fictitious bcicause 
';itvv:d©.es}:j:n:bt:5tepult;:'‘4n::;anyr(bf|hapcgTOntr(gf .spirb 
:ci:ty;,^'"v7; jt:-^W0ml;d::vbe^(;drf:ffcHl%:--tgd-^;:bS:firiiStb^ 

;:;:i:uche: f f G t i t i'pus ^ ^iperp^se : 5 Sibbiusb 
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in the cost of assets involved in replacement. Also, 
new investment V7ill be at a substantially higher cost, 
capacity for capacity. For instance, if a cement unit 
increases productive capacity by 10 per cent its its assets 
will show an increase of 30 per cent because in the last 
decade the cost of cement project has nearly trebled. 
Consequently, growth in terms of finance x-zould be very much 
higher than grov/th in terms of productive capacity* 

4*3 The inpact of inflation on assets is total in 
the Case of v/orking capital. Inventories arc completely 
replaced every three months, on an average. In the case 
of textile industry, for example, the cotton that is held 
or the finished goods that are in stock will be replaced 
almost every tv/o months or so. Therefore, the whole of 
the inventories in 1972 will be at 1972 prices and. those 
in 1976 will be at 1976 prices. This would mean that if 
the unit does not expand operations at all and the price 
of raw materials has gone up by 100 per cent there v/ould 
be a 40 per cent increase in net assets if inventories 
constitute two-fifths of the assets of the company. A 
significant part of the increase in assets of the large 
houses will be of such fictitious nature., 

4j,4 In short, the growth of large houses, as revealed 
by the financial assets, is totally different from the 
growth, in terms of physical assets. Indeed, the situation 
is that the growth of the large sector has not been 
sufficient, and this is precisely why thcrois at present 
shortage of a number of vital commodities like steel, 
cement, paper, caustic soda, soda ash, etc. which can be 
produced only in the large sector.. 



-Ill i- : ■ 

OPTIMUM SIZE OF UI OERTAICINGS 

5.1 The concept of concenrration of economic power/ 
cs it is, is purely a statistical abs traction. Hox;evcr/ 
there are single large undortal^ings or conpanios in the 
groitp or house the size of v/hich is relevant. When the 
size is small the unit is not in a position to avail of 
the Gconomias of scale and is not in. a position to offer 
goccis to the market at the least price. On the contrary, 
if the size is too 'large so as to cross the optimum point 
the cost will a^in be excessive. What the policy should 
seek to sponsor xs 'the optimum size . of undertakings.: 

5.;2 The optimum sige of n unit of enterprise; ; 
depends upon a variety of situations more- particularly; 
technological. W^ith the advancement in science the 
otpmum size of the unit has been continuously 
increasing. For instance, in the case of cement the 
optim-iom. size which v/as about two lakh tonnes some years 
back has now become something around 10 lakh tonnes 
a year. Unless the unit is in a position 'to grow to 
the optimum size it is not able to utilise the resources 
effectively or compete in international markets. 

5:,3 : The size of a unit canhot be : decided, on thee# ' 
rctical considerations alone. To judge whether our 
industry has achieved the optimum size or not, it 
■vill be desirable to corpare units with similar under-l 
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takings in other countries. The, follov/ing corrparison 
is significant: 


table - III* 


Item ■ 

Indian Corrpany 
Net sales 
(000 

Foreign 

Comp any 

Net sales 
(000 S) 

Indian 

companies as 
% of Foreign 
,Go.iip,.ania..s.. 

Steel 

342,826 

9,609,900 

3,57 

Automobiles 

354/830 

54,961,300 

0.65 

Aluminium 

134,629 

3,028,401 

4.45 

Paper 

66,349 

2,580,841 

2.57 

I^res & Tubes 

64,533 

2,110,051 

3.06 

Chemicals 

77/419 

110/041,671 

0.77 


* See Appendix lH 

5«4 The conparison of Indian companies xvith foreign 
companies would show that our largest companies/ in any 
product/ are small. TISCO, for instance/ is only 

3.5 per cent as big as US steel or 5 per cent as big as 
Nippon Stool of Japan. There is a along way for the Indian 
enterprises to go before they can assume optimum size. 

This conclusion is true of all other units as well. Such 
conparison only brings out that ,any restrictions on growth 
vrould deprive the society of the advantages of large scale 
production in areas in which they are required to operate. 

WHY GROWTH IN NECESSARY? 

6.1 The growth of houses is governed by, firstly, the 
generation of funds which have to,. be utilised productively 
and secondly the changes in the market, technology and such 
other factors which call for expansion. 
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6.2 The setting up an enterprise requires that 20 

per cent of the project cost is financed lay the entrepreneur. 
In the conditions 6f today, individuals cannot save enough 
because of the high rate of taxation. The nucleus capital 
has necessarily to corae from the corrpanies* The surplus 
fund v/ith a company in a group is a source of promoter s 
contribution for setting, up another company. It is fon t 
this reason that growth necessarily implies inter-linlcing - 
of companies, and under the present definition of concent- 
ration of economic power, the inter-linked ente.rprises 
com.e to belong to a large house. 

6.3 The second aspect is that an enterprise has 

to grow when there is improvement in technology, product 

innovation, change in consumer tastes, and so on. This 

is a natural reflection of the dynamism of industrialisation* 

6.4 These factors have, no doubt, been recognised 
and the Indus tiy Minister has granted licence to large 
houses for a number of items. In cement alone licences 
to the extent of nearly Rs, 700 erbres. have been granted. 

This became desirable because large industfies are outside 
the range of small and medium entrepreneurs. In the 
interest of rapid increase in production of vital 
commodities, it is imperative that the skills of entre- 
preneurs who are able to put up large enterprises are 
made use of. 

6.5 Besides, large enterprises have a vital role in 
the export of goods and inport of remiisite tochnology. 

In doing so, Indian partit.!s will have, to deal with their 
counterperts abroad. If the Indian parties are too small, 
financially and commercially, they ,v;ill not be able to 
enter into deals on equal basis, . Taking this in view,. 

it is irrportant that our enterprises reach a reasonable 
dimension which is also in keeping, with other economic 
considerations. 



PRODUCTS MAICrPACTQRED BY 
LARGE HOUSES 


7;*S The sphere of operation of large houses has 
been very precisely defined. In temns of the present 
licensing requirements large houses are allowed to produce 
items in the 'core' sector though in special circumstances 
they Can produce other' items as well, e.g,, items for 
cjqDort. 

7'. 2 The demarcation of areas for large houses was 
done precisely for the reason that large houses, with superior 
talents and skills, do not corrpete with small and medium 
entrepreneurs. It is inportant that the superior ability 
of the large houses is utilised to promote sophisticated 
and large industries which are beyond the competence of 
small of medium entrepreneurs. This policy has worked well 
and has brought into being a sector of industries v/hich 
has helped the country to reduce the irrport bill through 
inpo -rt substitution and increase exports of manufactured 
goods particularly in the field of enginedring. 

Im3 The areas which should be made open to' large 
houses Cannot obviously be static. With product inno- 
vation and technology inprovements new industries have to 
be established while those which have been sufficiently 
developed require to be left to the medium and small 
entrepreneurs. Government have to give particular 
attention to this aspect and increasingly divert the 
resources and talents of large houses into sophisticated 
industries requiring large capital and superior managerial 
skills:. 
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7.4 A point which noeds to be emph^si^cd is that the 
grov/th of large houses has not boon at the cjmense of 
the small and medium industries,* As such, if large houses 
arc stoppicd from growing or are prevented from diversifying, 
it would be a net loss of production, employment, exports 
and tax revenue without any coiipensatory benefit. 4 '4 

VERTICAL Alg) HCRIZOI-TTAL EXPANSION 

8,1 Growth can be brought about in three vjays : 

— By producing items down-stream or up-stream 
- By expanding capacity in the same product 
— By diversifying info unrelated, commodities# 

8.. 2 If grov7th follovv’s the first kind of pattern a 
large house or a large unit may have to go into lines 
i.'hich are reserved for small industries or the public 
sector. For instance, a paper industry may have to go 
into printing, textile Indus tiry into garments, and so on. 

This growth pattern may not be feasible in all circumstances. 

8.3 0bvious3.Y, expansion of the capacity in the same 

line of manufacture s?ill automatical 3-y lead to increase 
in the market share. A textile unit expanding capacity 
to 'produce more’ textiles will gradually come to accuire 
dominance in the market and be able to take advantage of 
monopolistic practices. As such,, this growth pattern also, 
though necessary and desirable within limits, cannot be 
;a;4;:guide;7fGr4;'ail::;;future,4devQlc^^ : 4’;:;7:7: 

8.4 It is for reasons mentioned above that most of 

the units and houses have diversified into almost unrelated 
products. A corrpany manufacturing teKtriJ.os diversifies into 
vanaspati and fiartilisors and so on. HMT, for instance, 
has gone into such diverse, lines as machine tools, v/atches, 
olec-tric bulbs etc. which, .brings ou.t clearly the need and 
logic of diversification. 4 Ciyersificat ion is also 


commorcially necessary because it helps spread risk, 
minimise the rigour of business cycles and promotes 
productive use of self— generated funds according to the 
licensing priorities.. 

WHY RE COURSE '..'TO financial 
INSTITUTIONS? 


9*1 The large sector has come to utilise the services 
of the financial institutions for a sizeable portion of 
the requirements of funds. This is so for the simple 
reason that almost all sources of funds to industry have 
been nationalised and the high rate of corporate taxation 
does not permit enough generation of internal, resources. 

The Lie, GIC, Banks, Provident Funds, Gratui4ity Funds, 
Trust Funds, are subject to governmental regulations 
which debar investments being made in the shares of the 
corporate sector or permit only such a small amount to be 
so invested that the corporate sector is not able to get 
sufficient funds from those sources. 

9*2 It has been mentioned that the financial insti- 
tutions hold a substantial part of the corporate securities 
This is true. It must, however, be realised thst more 
than 3/4ths of theseholdings are with throe institutions 
namely - the LIC, GIC and.UNTi, The investment by these 
institutions is made mainly with the object of getting 
a higher iBtum and isnot the option of the company 
whose shares are held by the institutions. 

9.3 It is in the interest .of Smooth corporate growth 
that the institutions do not hold on to the securities 
when there is so much demand for them from the general 
public, What these, institutions need to do is to. sell 
shares of companies which have been paying good dividends 
and the market price of 'vdiich is ■ fairly high. They 



should invest in the shares of new conpanios and 
nurse thorn for a time until the corporate unit is 
in a position to pay dividends. This v/ay the 
institrrtions will keep thoir funds rolling. 

9.4- In addition, steps must be takon to enable 
companies to raise thoir own funds. Primarily this 
v/ould require the revival of the capital market 
end larger generation of resources from •'■rithin the 
corporate sector its ■If. Both these can bo achiovod 
if the rate; of interest is reduced, so as to make 
ecru.itiGs a more attractive investment, and the rate ■ ^ 
of corporate taxation is brought down to aoreasonable ■ 

level of enable companies set apart profits for 
f u r th e r -d evo Icpmen t . 

9.5 The investment conpanics which have boen 
a subject of some debate have boon providing a 
part of the promoter's contribution which h. 3 s been 
the crucial factor in setting up now companies. 

THE -EX TENT OF PPJSSENT REGULATION 

10.1 Already there are various pieces of legislation 
designed to roqulato the functioning of the corporata sector 
The most important of these include— 

— Industrial (Development & Regulation) Act; 

— The Foreign Exchange Regulation Act; 

^■: : :- ;P::: \.~:pThef E ssential :vCPmracditiespActi> ',"^^^ 

- Monopolies & Restrictive Trade Practices Act; 

- Company -Law; 

Apart from these regulations, there are institutions v/hich 
exercise supervision in their capacity - as lenders . These 
:inci'udp:i|.:):f;-'P::;f 

— Term lending' ■ institutions * and 



10*2 The working of the companies is also open to the 
vigilance of the shareholders and the workers. Besides/ the 
audit - intornal and external - ensures that the working of 
companies is according to the requirements of law, 

10,3 With all these powers^ Governmant is in a position to 
Gxcr4d3ise effective control on the undertakings and ensure 
that their operations conform to public interest. The 
following instruments are particularly relevant- 

- Industrial licensing for projects above 
Rs, 3 crores ; 

- Limitation df investment by large houses to 
'core' sector; 

- Limits on loans and Investments by a conpany 
in another conp any 7 

- Takeover of management/oindertaking in case of 
deviation from normal business practices,* 

-Appointment of Government directors; 

- Regulation of managerial remuneration; 

- Regulation of the terms of foreign collaboration; 

- Restriction on acquisition of shares (Sect ion 108A 
of Companies Act) ; 

- Inport licensing of machinery & raw materials; 

- Approval for the appointment of senior manage- 
rial and technical personnel and their remuneration 

— Structure of capital, (debt— equity ratio# pre-.. . 
ference-equity ratio# promoter's contribution# 
•conversion clause# acceptance of deposits from 
the public) • 

— Control on prices (specified industries); 

- Control on distribution (specified commodities). 
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10,4 Under thesej conditions, development that has taken 
XJlace or that can take place in future is with Government 
consent and under Government supervision. 

THE IHRSAT of NATIONALISATION 

11*1 The Economic Policy Statement of the Janata Party 
observ’-ed, "Free market capitalism leads to concentration of 
economic power in private hands. Ownership of all means of 
production by the State would lead to concentration of povier 
in the State, Such concentration inhibits freedom in one 
case and gives rise to disparities in the levels of living 
in other GaSe> thereby engender ingv'SOcial and :;political^ 
tensions". By implication nationalism of any industry 
is alien to the general ethos of the Janata Party, The 
alternative that the Party has itself suggested is the 
following, to quote: "The tendency towards concentration - 
of economic power arises from thf3 indiscriminate 'diversifi*- 
cation and pre-emption of new fields by leading business 
groups. It should be .the policy of the Janata Government 
to encourage entrepreneurs in nev; lines of indijs trial 
activity". In spite of this approach suggestions are made 
from> time to time about nationalisation of certain industries 
like steel, automobliies , aluminium,- paper, sugar, investment 
companies etc,, without any rational basis, 

XiI'*;2l::::U^:ITatfbnal'fsatibnl:-gf vindtiSferies^'g^hlyiresulh^s 
concentration of economic povjer in the hands of the State, 
or 'state capitalism'. The. dangers involved in such 
concentration of e<3©nomic power are great and can lead to 
^:;ye:ry udgrlgps^ ■pglltlpai:lt'd|idbcu slsSphS'^ 

sector enterprises can be. used as instruments for financing 
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the political activities. This would lead to abuse by 
unscrupulous political parties which/ if they come to 
power/ raay be difficult to be dislod^d through democratic 
processes. 

11,3 Apart from the ideological issues/ there . are also 
other’ reasons why nationalisation would be against the 
interest of society J . 

~ Firstly, the experience has so far been that 
nationalised industries have not proved to be 
effective instruments of progress. Prides have 
been high, employment has been low and profits 
have been negligible or even negative, 

— Secondly, the public sector is not in a position 
to always attract corrpetent managBrs who have 
commitment in the organisation and are able to 
run them successfully. 

- Thirdly, the Exchequer will be rc'quired to find 
funds merely to cortpensate the existing share- 
holders without in any way adding to the 
pfoductive capacity of the country. The burden 
on the Exchequer may be excessively high without 
resulting in economic growth. 

- Fourthly, industrial development requires 
entrepreneurial and managerial talent which is 
scarce in our country. It is important therefore 
that the available talent is usefully utilised 

in the interest of needier growth which alone 
can generate employment and produce goods. 

GOVERN^ffiNT IN IIIDUSTRY 

12,1 The total investment in 153 running enterprises of 
the Central Government now amounts to Rs, 13,000 crores. In . 
1977-78, those enterprises made a flict loss of Rs. 14 crores, 
apart from receiving . financial assistance from the Government, 
If they had earned a minimum rate of return of 12 per cent, 
as recommended by the Planning Commission, profits this year 
would have provided budgetary support to the extent of over 
Rs, 1500 crores. 
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12*2 The piablic sector enterprises have been losing 
though they are in a particularly privileged position 
because of the monopoly they enjoy in respect of a variety 
of its;n£. Industries like Hindustan Telenrintersj. Hindustan 
Te?.ep’noneE, Bharat Heavy Electricals# etc. made profits 
possibly because they command 100 per cent of the market 
share, Ho’.’ever, coal industry which has been totally 
nationalised m.ade a loss of Rs, 83,6 crores in 1977-78 and 
it is estimated that in the current year this loss may go 
up to rs, .140 fcrores or so. Even other industries# like 
Hea\y Engineering Corporation# Mining and . Allied Machinery 
Corporation# etc.# with market share exceeding 80 per cent# ■ 
incurred heavy losses (Table IV) 


Tpble IV* 


Name of the Coirpany 

Gross profits in 
percent of capital 
ernployed. 

Share of public 
se c to r in , t o,t al: 
production* 

H i n du Stan 'Te lep r i n t e r s 

17.3 

100 

Indian Telephone Industries, 

16.8 

100 

Bharat Heavy E le c tr icals ; : ■ ^ i 

19.5 

100 

Coal: v'; y,-y 

4.81 

100 

fertiliser ■ Corporation of 
Hindustan ini'eSticides Ltd. 

16.59 

9.75 

50 

13 

Heavy Encfineering ,.Corpn. 

9.34 

80 

Mining & Al-lied 

84,92 

•1 


■*See Appendix IV 
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12.3 In comparison with similar undertalcings in the 
private sector the performance of public sector enterprises 
appears disraal. For instance, in 1977 IISCO made a loss of 
9,2 per cent of the capital employed, HSL ®ade a profit 

of 5,9 per cent and TISCO a private sector undertaking, 

7,61 per cent. The Coromandel Fertilisers made a profit 
of 22,2 per cent while the Fertiliser Corporation of India 
and the FACT made losses to the extent of 3,1 and 7,3 per cent 
respectively. 

12.4 A comparison of public and private sector enter- 
prises is shown below: 

table IV 


(Rate of Profit) 

% 



1978 

1977 

1976 

1975 

1 , IISCO (Publ ic ) 

3.52 

- 5.71 

- 5.71 

1.08 

HSL (Public) 


5.90 

3.58 

4.24 

TISCO (Private) 


7.61 

5.59 

■14.22 

2 , PCI (Public) ■ - 

5.06 

- 3.06 

- 2,83 

- 0.13 

PACT(Public) 

4.52 

- 7.33 

- 7.54 

- 2.11 

Coromandel (Private) 


22,16 

24.25 

20.92 

3. IDPL (Public) 

5.97 

3,68 

3.26 

2.52 

Hindustan Antibiotics ' 

9.51 

- 3.12 

-17.21 

22.80 

(Public) 

Pfizer (Private) 


43.21 

35.95 

31.67 

Sandoz (Private) 


32.61 

22.84 

22.06 

4 .HMT (Public) 

4-,-0'4 

7.75 

8,38 

9.13 

Jyoti (Private) : 


, 19.41 

17.23 

11.21 

Mysore Kirloskar(Priate) 


14.48 

18.76 

18.31 

5,,BHEIi,(Public) 

11.79 

13.75 

10,91 

10.16 

Hindustan Brown Boveri' 
(Private) 


19.41 

17.23 

11.21 

Kirloskar Electric 
Siemons(Pvt. ) 


33,20 

36.36 

37.62 

6, Scooters India (Public)- 

14,29 

- 10.87 

-17.67- 

- 7.72 

Bajaj Auto Ltd.(Pvt.) 


53.68 

38.4!? 

20.60 


Note:Rate of profit = profit before tax to total capital 

employed (Net worth + short and long term borrowings) 
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FIRST THIHGS FIRST 

13,1 Thorc are nuch broader issues before the country 
v/hich rocruire to be tackled on an urgent basis. Unemployment 
is large end the poverty level continues at 40 per cent. 

To tack.lc those / it is important that the development of 
agriGi. '.turo/ industry and services is pushed to the maximum 
extent ensuring at the . same time a fair balance between 
different activities. In more specific terms the following 
meesurGs have become imperative, 

—The irrigation potential of the country has to be 
onhaijoed- by providing irrigation facilitif,:s to 4 
million hectares per year dn the next eight years. P 
This 'would itself create full time productive 
employment to nearly 20 million workers. 

Simultaneously , house construction has to be 
undertaken at the rate of about 4 million units 
a year. This would :generate additiohal ;30 
million job opportunities. 

—The District Industries Centres have to be made 
more -active so as. to provide- dGyelopmental ser^ ■ ; 

rvices to small and.:- cottage.;:. industries The large . ; u 

industries should take active interest in the 
opGrations of the ■DlCsuandvp.foylde: technical : and Pi-, 
mana-gorial advice. To cncourags decentrali- 
sation of production, inputs bought out by large 
sector from small industries should not be subject 
to excise, sales tax, etc. and a weighted deduc- 
tion should bo allowed in the computation of the 
corporation tax in respect of expenditure on 
bought out item.s. Large scale industries should 
also have close liasison with small sector and 
pjrovide technology, marketing and quality control 
vhPtid¥'faeilitiGS:*^y:::''^di - i-ipiP:^^^ T . ji/g: • :-i 

—To reduce the market share of large houses in any 
il;iii::;p;::iS:ingle::-^p:xbduct.;,iv::^reatd:ricpn^:etibibniiarao^n^ 
:ipP;:P:-::;|i;hp:U:Ses-'^lithemselve:s- •:nbecisPbdpbe,5:'ifosfeebedP:g-':Fbr ;:bh;i^^^^ 
P-iPiPiijirspson:idhdubtriali::liGe.nsing‘::::fQfg:dnvestmGnts^::in-:::-;iii;^ 



excess of Rs. lO crores. should be removed. At 
the Same time, licensing should be rigorous3.y 
implemented in respect of investments by large 
houses in small undertakings. 

Grovjth to the extent of at least 5 per cent is 
necessary ±n order to keep the industrial unit 
healthy. While this is partly recognised in 
the industrial Licensing Policy, and automatic 
5 per cent growth has to be an accepted norm. 

To widen the production base, now enterpreneurs 
have to be inducted in industry. The management 
institutes should be asked to offer special 
management courses, to new entrepreneurs to help 
them acquiant themselves with modern management 
techniques. 

Facilities and incentives have to be given to 
small and medium entrepreneurs to develop faster. 

The reduction in the promoters contribution in 
respect of non-MRTP companies is welcome. .It is 
also desirable that the quity debt ratio is 
similarly reduced and small and medium ent.repreneurs 
arc not inhibited by lack of finance. 



APPENDEX -I- a 


SHARE OP ■ Eim 

HOUSE S 

IN INDUSTRIAL } 



1972 


1976 



ASaETS 
(Rs.Crs. ) 

share 

(%) 

ASSETS 
(Rs.crs, ) 

share 
( % ) 

Top 2 

1232: 

6.2' 

; ' 1955: ■ 1 

5 ',5 . 

Top 20 

3055 

15.4' 

o'-:; ; 4954; ;i;- A :: 

14.0 

Top 50 

4410 

22,3 

7104 

20.1 

All 

Housgs 
e;:cluding 
single 
large : v; 
under- T 
takincs 

4947 

25.0 

8041 

2:2;.E; 
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append IX-I-B 

SHARE OF TOP COMPANIES IN . SALES IN 1977: U.S.A« 


( Absolute figures in 
U-S- $ mi].?. ion ) 




Sales of 

Top 500 

Companies 

(10,86,609) 

Sales of 

Top 1000 
Companies 
(ll‘ 82,002) 

Total Net 

Sales 

(13,31,000) 

First 20 top 





Companies 

(3,95,943) 

36.43% 

33.50% 

29.75% 

First 50 top 


51,28% 

47.14% 

41.86% 

Corrp anies 

(5,57,160) 




First 100 top 





Companies 

(7,16,390) 

65.93% 

60.61% 

53.82% 

First 200 top 


81.88% 

75.27% 

66.85% 

Companies 

(8,89,709) 





l^otes: Ranking as done by Fortune, May 8th, 1978 and June 19,1978 

Sales of Top 500 and Top 1000 taken from the above issues of 
Fortune 

'‘Universe' Sales taken from Statistical Abstract of the 
United States, 1978, U|.S» Department of Commerce 
p.805. 
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APPEIMDIX -I,G 


SHAIS OF 50,100,200 LARGEST CORPORATIOKS 
IH A SSETS & sales- U.S.A. 


(Per cent ) 



50 

Laraest 

100 La 

raest 

200 La 

mest 


In 

In 

In 

In 

In 



As, 

sets Sales 

Assets 

Sales , 

Assets 

'.Sales''"''"" ' 

1947 

31 

22 

39 

29 

46 

36 

19 54 

33 

28 

43 

36 

51 

45 

1958 

37 

30 

47 

38 

: ■ 57 v ' :: 

47 

1963 

37 

30 

47 

39 

57 

48 

1967 

38 

30 

49 

40 

60 

50 

1971 

37 

31 

49 

42 

60 

: : 53 


Notes: 19 47 Moody's Industrial Manual tased for determining 
ranicing by Assets and Sales. From 1954, Fortune^ 
Directory used - 'for Determining ranging :by Assets : y 
Sales* Universe' data\ taken . from the Quafterly 
Financial Report for Manufacturing CorooratiGn_i and 
from the 1967 Census of Manxifactures Vol. I. Summary 
and subject statistics. United States Department: of 
Commerce, Bureau of the Census, January, 1971. 

Source : ^ 

Relative Gr^ovrth of the 'Largest' Manufacturing Corpn* 

19 47—1971; Subsets from an unknovm set Betty Book and 
Jack Farkas. ■ 

A Research Report from Conference Board, 1972, p. 39 and 
Appendices A & B* 




Year 
1909 
19 24 
1935 
1941 
19 53 
19 58 
1963 
1968 
1970 



I (19 58, 1963 and- 1968 census of production, 1935 Leak and 
I Maizels, Other years are estimates, 1970 pro/isional) 


5.J ; Frais : New Look at Growth of Industrial. Concentration'* 

Oxford Economic Papers, July, 1974, p. 280# 


Share 

16% 

21 % 

24% 

21 % 

26 % 

33% 

38% 

42% 

45% 




APPEIIDIX II 



GROWTIf OF 

large HQU3E S 




. (Rs, in . crores ) '■ 


Asssts of 

197 2 

1976 /a Increase 

Ai'mua 1 


1976 over Compo^Jlnd 

1972 Growth 

Rata in % 


Totj 2 Houses 

1231 

19 55 

58,8 

12,3 

Top 20Hozises 

3055 

49 54 

62,2 

12.7 

Top SOKozises 

441f 

7 1 § 4 

61.1 

12.6 

All ex cl ud ing 
Single Large 

U nde r t al: ings 

4947 

8041 

^62.5 

V , 12,9 

Public/ 

Central 

Government's 

running 

Gorapanies* 

8415 19191 
(i972)( 1977) 

128.1 

23.0 


* Annual Reports on the Working of Industrial and 
ComiMGrcial Undez-takingi of the Central Government. 
Inclusive of HSL, Petroleum/ Indus tria and Mfg. 
ente prises (excluding Trading/ other commercial and 
Miscellaneous Running Concerns/ Promotional and 
Developmental Undertakings/ Insurance Corporations.) 
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APPE:^g)IX,III 

INDIA3S! JaIID international COMP ANTE S-.COMPARATIVE PERFOjRMANCB 

Name of the Industry/" Country Net Sales Index Total Index 

Corrpany (000 $) , Assets 

1976/177 (000$) 


STEEL 


TISCO 

India 

342,826 

100 


. 381,743 

100 

Nippon Steel 

J apn 

8,910,800 

2599 

12 

,,799,, 4002253 

U.S» Steel 

U.S.A. 6 

9,609,900 

2803 

9 

,814,4002597 

ALUMINIUI4 







Hindalco 

India 

134,629 

100 


. 78,768 

100 

Alcan Aluminitom 

Canda 

3,028,401 

2 249 

3 

,,403,081 

4320 


U-S.A- 

2,179,600 

1619 

2 

,374,700 

3il5 

PAPER 







Orient Paper 

India 

66,349 

100 


§0,401 

100 

Reed International 

U-K- 

2,50,841 

3890 

2, 

197,300 

4360 

Macmillan Bloede 

Ca^da 

1,606,466 

2421 

1/ 

243,360 

2467 

AUTOS 







lEELCO 

India 

354,830 

100 


,288,876 

100 

General Motors 

TJ.S.A. 

54,961,300 

15489 

26, 

658,300 

9228 

Daimler Benz 

Germany 

8,633,006 

2433 

4, 

478,785 

1550 

TYRES 







Modi Rubber 

India 

64,533 

100 


48,9,00 

100 

General Tyres/Rubbers 

U * S • A » 

2, 11$ ,8 40 

3270 

1 / 

587,324 

3246 

Bridge Stone Tyres 

J apan 

1,555-^840 

2411 

1/ 

430,310 

29 25 

chemicals 







Npcil 

India 

77,419 

100 


71,689 

100 

Hoechst 

Germanyl0,041,671 

12971 

9 

,871,69413770 

Siye 

Germany 9,220,047 

11909 

10 

,104,030 14094 


Note: Rs, 8,2 equal to one U.S- Dollar 

Source For tune 8th May 1978 and 14th.:August 1978 for overseas companies 
Bombay Stock Exchange Directory for Indian Corrpanies* 
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APPENDIX IV 


PERFGPID N CE OF PUBLIC SECTOR U1I3BRTAKINGS 1 9 771^ 


Name of the 

Comp any 

Capital 

Employed 

Gross 
Prof t/ 
Loss 
(Rs, 

crore) 

Gross 

Profit 

'.as 

percent 

of 

capital 
amp ley ad 

■’Mek'x.;;:GG-:^^ 

Profit/ 

loss 

before 

tax 

(Rs. cores) 

Percentage 

;G.;;;jblG';;;';G:';^G 

Sh are c f 
Pi.iblic 
Sector in 
produ.ct:i :n'j 

Hindustan 

Teleprinters 

6-. 12 

1.06 

17.3 

1.06 

100 

Indian '^lephone ; 
Industries 

85.67 

14.43 

16.8 

9.60 

100 

Bhorat Heavy 
Electricals 

416.68 

81.40 

19.5 

. 54,52 ; 

100 

«oal* 

757.14 

-36.40 

; -4.8:1; : : : 

-83.59 

100 

Fertilizer 
Corporation 
of India 

300,48 

■-49:.86:x 

-16.59 

-67.20 

50 

Hindustan 

Pintibiotics 

10, 56 

- 1.03 

-::9.T5;i;;: 

2.11 ■ 


Heavy Enginering 
Corporation 

19 3.41 

-18.06 

- 9.34 

-30.26 

80 

Mining & i'-j.lied 
Machinery Coppn. 

24.73 

-21.00 

-84.92 

-24.91 

91 


Gross profits are estimated as gross income minus manufacturing 
:expgnse:sv' ^i:i.;r^v^ xVxP'" 


Net profits are arrived a t after , adjusting gross profits against 
:':i;fetere:stxj::|;i:abid'itiesV: ^G':' g^: 


^Includes Bharat coking Coal# CentrajL- 
Eastern Coal Fields and Western 





.j„.,^^ie Id s. Coal . .j-ndia .# 
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